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Walter Chrysler’s original tool chest—on display in the Chrysler Automobile Salon, New York 


The tools that money couldn't buy 


Walter Chrysler made them himself. He 
was 17, working in a railroad round- 
house. His mechanic’s fingers itched for 
a kit of tools of his own. So young 
Walter got steel and made his own. 

As he shaped them, he shaped a dream 
as well. It was a special American kind 
of dream—free-ranging imagination an- 
chored to solid things like common sense. 
working a little harder, making things 
a little better. And asking no odds of 
anyone. 

It led Walter Chrysler to success in 
railroading when he was young. It led 
him to study the automobiles of the day. 
Why couldn’t a man build better cars 
than any known—nimbler, safer, more 
comfortable, handsomer? 


So, 25 years ago. Walter Chrysler in- 
troduced the first Chrysler car. What he 
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did changed the whole pattern of Ameri- 
can motoring. He changed it with high- 
compression engines, 4-wheel hydraulic 
brakes, all-steel bodies, new ways of dis- 
tributing weight for better riding... 
many originations the entire automobile 
industry eventually followed. 


As Chrysler Corporation this year ob- 
serves its 25th anniversary, it is fitting 
that the company he founded should 
pay this tribute to Walter Chrysler and 
his creative genius. 


And the tools of his earlier mechanic’s 
days? I remember when he found them 
in his mother’s house. It was long after 
he had asked me to work with him. He 
brought the tools back from Kansas. A 
few of them needed fixing and he asked 
me to fix them. It was a compliment I 
have never forgotten. 


The qualities Mr. Chrysler put into his 
own tools still mark the great organiza- 
tion he founded. He built not merely 
material things; he inspired men with a 
zeal to carry on his splendid ideals. 

Chrysler Corporation is still young 
enough to feel his inspiration. He wished 
this company always to be a producer of 
fine automobiles of great value. 

And those of us who were privileged 
to work with him believe that the new 
Plymouth, Dodge, De Soto and Chrysler 
automobiles live up to his tradition. 

It is a tradition uniquely American— 
to live and work with the idea of finding 
better ways to make what people want. 
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and sold by Burroughs, is the finest obtainable. It 
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simplify your record keeping. Give your Burroughs 
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The March of the News 


Job seeks man. Harry Truman often 
has complained about the difficulty of 
getting the right man for the right job 
in Government . . . Last week, with three 
important jobs to fill, he got acceptances 
from men with the know-how and back- 
ground to suit him to a T. 


Old friend. To sit at the right hand of 
Defense Secretary George C. Marshall, 
the White House picked Robert A. Lov- 
ett, an old friend of the General’s and a 
veteran of wartime service in Washington 

He will be Deputy Secretary of 
Defense, a Pentagon job second only to 
that of General Marshall. 

Mr. Lovett, 55, is a Texan who be- 
came a New York investment banker and 
an authority on air warfare . He first 
went to work for the Government in 1940 
as special assistant to the Secretary of 
War...He was Assistant Secretary of 
War for Air in World War II, when Gen- 
eral Marshall was U.S. Chief of Staff. 

Because of his health, Mr. Lovett left 
the Government after the war ended... 
But he returned, at General Marshall's 
urging, when the latter became Secretary 
of State . . . As Marshall’s ys Secre- 
tary, he helped to draft U.S. policy on 
such problems as Palestine, the Berlin 
blockade and the North Atlantic Pact. 

When Mr. Truman picked General 
Marshall to head the Defense Depart- 
ment, the next task was to find a succes- 
sor to Stephen T. Early as Deputy Secre- 
tary. Late last week the President phoned 
Private Citizen Lovett, who took the job. 


Bipartisan policy. Lewis W. Douglas 
handed in his resignation last week as 
U.S. Ambassador to Great Britain... To 
fill the important position, President Tru- 
man picked Walter S. Gifford, retired 
chairman of the board of AT&T. 

With the appointment, Truman sup- 
porters thought they saw a chance to 
heighten the bipartisan flavor of U.S. 
foreign policy in time for the election 
campaign ... Mr. Gifford is a steadfast 
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Republican . . . He once served with 
former President Hoover . . . In 1948, he 
was a member of Thomas E. Dewey’s fi- 
nance committee in his unsuccessful presi- 
dential race against Democrat Truman. 


Know-how. The Marshall Plan changed 
drivers last week But it meant no 
change in course . . . Paul G. Hoffman, 
head of the Economic Co-operation Ad- 
ministration since 1948, quit at his own 
request Into the job, President 
Truman put William C. Foster, a Repub- 
lican, a Marshall Plan veteran and Mr. 
Hoffman’s No. 1 helper. Mr. Foster, a 
New York businessman, came into the 
Truman regime in 1946 as Under Secre- 
tary of Commerce . . . He left that job in 
1948 to become Paris boss of ECA and 
moved up to Deputy Administrator in 
June, 1949 .. . He knows his new job as 
well as he knows his own name. 


The windup. The tang of victory was 
in the Washington air last week . . . For 
the first time in months, tensions caused 
by war seemed to be shifting . . . Politics 
and postwar problems were edging in... 
Congress was gone, most of its members 
off to the uncertainties of the November 
campaign In the big Government 
departments, attention was being switched 
a little from urgent war to the urgencies 
of what comes after. 

One over-all fact was clear .. . The end 
of war would not mean an end to all the 
things the war set in motion . . . Defense 
Secretary Marshall warned that the U.S. 
still is in “great peril”... Gen. Omar N. 
Bradley urged that the country not “let 
down its guard” with victory . Com- 
merce Secretary Charles Sawyer reminded 
that shortages and the threat of inflation 
would hang on Treasury Secretary 
John W. Snyder said taxes would have to 
go higher, whatever happens in Korea... 
The same note was sounded by others in 
and out of Government. 

Peace would be wonderful .. . 
very relaxing. 


but not 
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Now —Kimberly-Clark brings you 
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Papers at. 
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NEW LEVELCOAT! 


Now you can make every impression 
a far better impression — without an 
increase in printing cost! For Kim- 
berly-Clark’s four new fully-coated 
Levelcoat* papers with new fiber, 
new formula, give you premium qual- 
ity press performance and reproduc- 
tion—at the cost of ordinary paper! 

You'll see new whiteness and 
brightness, feel new smoothness, in 
all four Levelcoat papers. In make- 
ready, on large or small presses, 


you'll discover new economy and 
dependability. Finally, in comparing 
reproduction with that of any other 
paper, at any price, you'll agree 
there’s a striking new difference in 
the quality of printing achieved— 
with less waste—on new Levelcoat. 

So regardless of your paper re- 
quirements — for long runs or short 
runs, for advertising pieces, mag- 
azines or house organs—look to 


Levelcoat for printability at its best. 










of wood into slasher saws each day. It’s the first 
step in transforming specially selected trees 
into Levelcoat paper. And when you try this 
cleaner, brighter Levelcoat, watch it effect  bris- 
tling colors, incisive blacks—and see how it runs 
through the press like a seared rabbit! 





Sliver “‘taker-outer.” Through a series of 
screens, coarse fibers and slivers are removed 
from the diluted paper stock. Coating clay, too, 
must be free of all foreign matter—must be of 
face powder texture to produce a glistening, glass- 
smooth printing surface. And that’s assured in 
Levelcoat —to boost printing quality sky-high! 





Imagine paper getting a diploma! Irs happen 
ing here to finished rolls of Levelcoat. Their 
“diplomas”, in the form of shipment markings, 
mean they've passed all 79 tests in the quality 
control system. This exclusive project assures 
you of the press performance and reproduction 
you pay for in higher-priced paper! 
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This much seems clear as one more war nears an end: 

Russia, in 1950 at least, will not fight U.S. Russia, when challenged, 
backed up, avoided accepting the showdown that was offered to her. 

Communist China, watching Korea, is not now itching for a fight. 

U.S., winning, again is top dog in the world. U.S., challenged, fought for 
a friend and won. Russia pushed her friend into a fight, then ran. 

It is to be harder for Stalin to get others to do his fighting from now on. 
It is to be easier for U.S. to win friends and influence people. The chance for 
long-time peace in the world is improved a little, definitely. 











Peace, however, even if prolonged, will be expensive in money and effort. 

Armed forces of U.S., in peace, will be double pre-Korea. That's all set. 
Man power in service goes to 3 million. Money appropriated goes to 30 billion. 
Army will expand from recent 10 divisions to 15 in 1951, then 18 to 20 in 1952. 
Air Force will go up from 48 groups to 58 next year, then on to 90 or more. Navy 
will go from 15 carriers to 27; Marines from 74,000 men to 170,000. 

U.S., warned by Korea, cannot afford to let down its guard. It's highly 
doubtful if Congress, even with peace, will hamstring the armed forces. It's 
doubtful, too, if Mr. Truman again will do the hamstringing with drastic cuts. 

Minimum over-all budget of the future will be 50 to 55 billion dollars. 








Reservists, after Korea, where in service, usually will stay in. Navy's 
Reserves, once inducted, are in for one year at least. Army, Air Force place 21 
months as the minimum now considered. Marine Reserves are in for one year at 
least, maybe longer. Unless policy changes, service generally is 21 months. 

Mobilization of Reserves, after war, will go on gradually. Reservists are 
needed to officer and train the expanding U.S. military forces. Release will be 
related to speed with which Regulars can be built up to take over. 

Draft will go ahead, too. Draft calls will take 300,000 men in six months. 
Drafting almost surely will be held to age range 19 through 25. Married men in 
that age range are to lose exemption early in 1951 if not sooner. Veterans are 
to retain their exemption from draft for a longer period. 

With war ended, great pressure will grow to release Reservists, end new 
induction of Reserves, ease up on the draft. That can't be done in year ahead 
if armed forces are to be expanded as planned. Expansion is set. 

















Inflation pressures will go on building up, war or no war. 

Wage-price spiral, turning now, is to be permitted to make its turn before 
any real attempt at control. Wage rise, starting at 10 cents an hour, or $4 a 
week, is heading for 15 cents, or $6 for a 40-hour week. It may go higher. 

Rise in prices, sharp for some things, will spread as wages rise. 

The dollar, worth 100 cents before World War II, was a 60-cent dollar in 
the pre-Korea period. It's on its way now to becoming about a 56-cent dollar. 
Inflation controls are not to stop or reverse that trend. 

Price control, at retail, is improbable for the period ahead. Prices, if 
and when put under some control, will be controlled only for basic materials. 











(over) 








NEWSGRAM--TOMORROW-- (Continued) 









Wages, if controlled, will be left with plenty of rubber in them. 
Control tempo is scheduled to step up after election. It never will be 
very fast in a period of no-fighting war. Any attempted tight freeze of wages 
and of prices over a wide range of activities is improbable. 












































Underlying trend, as a result, will continue to be toward more inflation. 

Cash, money in the bank, will seem a little less important. Goods, real 
things, tangible property will seem somewhat more important. 

Debtors, again, will tend to gain at expense of creditors. The debtor will 
go on paying off debts in dollars worth less than those he borrowed. 

A gradual decline in public regard for the dollar creates a problem for a 
Government needing to borrow. People get the idea that money spent may be worth 
more than money saved. This changing attitude can add to inflation. 


Liquidity, a scramble for dollars as such, has been a U.S. fetish for 30 
years, ever Since depression hit in 1929. It remained a fetish in postwar. 

Piles of cash, big hoards of dollars, were the measure of success. That 
was true for managements in industry, for bankers, for individuals. There has 
been a depression-created fear of debt and a hesitation to venture. Money in 
itself seemed to be the best form of ownership, the best protection. 

Yet, ever since 1933, the dollar has been losing value in terms of things 
that it would buy. Sometimes the loss was slight, sometimes great. In 10 past 
years, 40 cents in purchasing power has been chipped from a dollar in cash. It 
is the debtor, not the creditor who has been favored, relatively. Property as 
such gained in value, cash as such lost steadily in value. 





Problem now is to control inflation, to check the decline in worth of the 
dollar, to give assurance that cash won't go on losing its value. 

Danger is that people may rush to turn cash into property and goods. If 
lots of people with immense amounts of money decide all at once that goods are 
better to have than cash, they really can blow the inflation lid. 

It's all very different from New Deal days. Then the whole effort of 
Government was directed at trying to generate some inflation. Anything was fair 
that might help to push prices higher or to get people less interested in 
accumulating stockpiles of cash. Banks were under pressure to lend. Efforts 
were made to force businessmen to spend. Government measured its success in a 
financial way by the size of the deficit it could run up. 

Deflation finally faded. Inflation took its place. Inflation control, not 
deflation control, is the big problem of the near future. Armament tends to be 
a great inflation generator, double acting. It pours money into pockets ready 
for spending while drawing away goods the public might buy with money. 








Loan terms for higher-priced houses are to be tightened soon. Builders and 
buyers of new houses will have to put up a good deal more cash than now. 

Old houses, though, still will be available on prewar terms. Demand for 
old houses may be pushed higher by credit rules being shaped. Idea is to cut 











house building below 1 million units. Business building won't be cut. Bi 
Installment terms, tightened once, will be tightened more. Plan is to 10 
shorten the payment period more than to step up the down payment. hoy 
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Gasoline will be adequate. High-test gas for highest-compression motors 
will have its octane rating cut. Cut won't be enough to embarrass car owners. 

Fuel oil, over all, will be adequate. Oil shortages, though, may develop in 
some localities for brief periods. Coal will be adequate, barring strikes. 
Fuel users should get set now on both oil and coal so far as possible. In 

Tires will be plentiful, but with less natural rubber in them. Limit on the 
tires per car is not considered. It would require rationing of a tight Sort. 
All kinds of clothing will be abundant, but higher priced. 
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If it takes more power... and top payloads 


IT’S A CHEVROLET JOB! 


Big job? That’s one for Chevrolet trucks with Loadmaster 
105-h.p. engine. They’re loaded with power—greater net 


horsepower than any of the five most popular standard equipped 
makes in their weight class, 13,000 to 16,000 lbs. G.V.W.* And ADVANCE-DESIGN 
here’s the payoff on payloads, too. Chevrolet’s economy of TRUCKS 


operation and upkeep, and rock-solid construction let you 
deliver the goods at /ow cost per ton mile. But that isn’t all! 





In every other way, Chevrolet is a leader. When you see 
these trucks you'll knowit for fact. You'll know why theyout- CHEVROLET MOTOR DIVISION, GENERAL MOTORS 
; : me 7 CORPORATION, DETROIT 2, MICHIGAN 
sell all others, year after year! See your Chevrolet dealer. 
*Gross Vehicle Weight 












Taft Firm About Not Running in ‘52... Congress Wants 


Whisper's uu: 









To Hear Johnson’‘s Story . . . A ‘Toothless’ Profits Tax? 


Dwight Eisenhower has shown inter- 
est in the job of commander of Allied 
forces in Europe, although that job 
might jeopardize his chances of be- 
coming Republican presidential nom- 
inee in 1952. 


x** 


President Truman is being told that 
victory in Korea will be translated 
into at least one or two Senate seats 
for the Democrats that might other- 
wise have been lost and into as many 
as 10 seats in the House. The Presi- 
dent is much more hopeful of retain- 
ing control of Congress after Novem- 
ber 7. 


x** * 


Senator Robert A. Taft, of Ohio, 
meant it when he said that he would 
not seek the Republican nomination 
in 1952. Senator Taft’s ambition at 
this time is limited to success in his 
campaign for re-election, which is 
proving more of an ordeal than ex- 
pected. Illness of Mrs. Taft influences 
the Senator’s attitude toward his po- 
litical future. 


es 


Senator Herbert H. Lehman, of New 
York, is somewhat alarmed by evti- 
dence of political strength of his Re- 
publican opponent, Joseph R. Hanley. 
The Senator hopes that President 
Truman will give him a lift with a 
campaign speech in New York State. 


x * * 


Growing evidence of tie-ups between 
big gambling organizations and polit- 
ical machines in New York, Chicago 
and Kansas City is causing concern to 
Democratic political leaders. There is 
admission that revelations in New 
York City may cost Democrats the 
Mayor’s job and have effects on the 
whole Democratic ticket. 


x « * 


Top labor leaders think that they 
have assurances from the White 
House that there will be no control of 
wages until unions have had a chance 


to shove the level of wage rates higher. 
Labor leaders, to make sure, are try- 
ing to rush raises before the Novem- 
ber 7 election with the idea that tacit 
promises may not carry as much 
weight after voting as before. 


x kk 


Tax planners in Congress are trying 
to devise a formula that will give the 
country a tax bearing the “excess 
profits” name but without the inequi- 
ties and hardships that a wartime va- 
riety of excess-profits tax imposes 
upon moderate-sized and growing en- 
terprises. End result may be what 
amounts to another increase in the 
tax rate that applies to all corpora- 
tions with profits. 


xk * 


John J. McCloy, High Commissioner 
for Germany, resisted pressure to ac- 
cept the job of Deputy Secretary of 
Defense at home. In Germany, he is 
No. 1 “big shot,’ wielding great pow- 
er, while as Defense Deputy Secre- 
tary he would have been doing the 
hard work while the glory and power 
went to George Marshall as Secretary. 
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Louis Johnson, removed as Secretary 
of Defense, is to be asked by investi. 
gating committees of the next Cop. 
gress to give the inside story of moves 
that preceded war in Korea. It is fay 
from certain that Dean Acheson, Sec. 
retary of State, has heard the last of 
his controversies with Mr. Johnson. 


x** 


Secretary Acheson is expected to come 
up with a formula that will give the 
Pacific powers a chance to settle the 
future of Formosa, with the United 
Nations to get the problem if the 
powers directly interested cannot 
agree. U.S. would have a big voice 
either way it went. 


ee, 


Gen. Douglas MacArthur and other 
U.S. military planners are not anx- 
ious to wage a winter campaign in 
Northern Korea where temperatures 
plunge far below zero and winds are 
high. U.S. would prefer to occupy a 
few key North Korean cities and then 
have the United Nations take on the 
remaining military problem. 


x*k 


Joseph Stalin, after Korea, is to have 
a harder time inducing his friends to 
pick a fight with U.S. The friend in 
Korea who picked a fight is ending up 
ruined, with Stalin sending regrets but 
not the troops needed to save him. 


x + 


Ernest Bevin, Britain’s Foreign Min- 
ister, holds to the view that Britain 
still might play the role of “honest 
broker” between U.S. and Russia in 
seeking settlement of some of the 
world’s big problems. U.S. diplomats 
remain convinced, however, that no 
deal with Stalin can mean much un- 
less backed by dominant force. 


x“ © ® 


Any japanese peace treaty will give 
U.S. power to garrison troops in that 
country with right of freedom of 
movement within Japan, rather than 
to be cooped up in fixed bases. 
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HOW LONG WILL BOOM LAST? 
GOOD TIMES ASSURED TILL MID-'51 


Arms Spending Can Prime Pump for Years 


Don’t look for a postwar 
slump. Business prosperity seems 
certain until next summer at least, 
the way things are going. 

Output is rising, even without 

defense buying. Wages are up. 
So are prices and demand for 


most things. 

Problem, after Korea, is to 
keep a lid on inflation, not put 
props under the business boom. 


An end to shooting in Korea is not 
to bring an end to this country’s new 
boom. Instead, the boom now under 
way is to gain momentum as the 
months roll by. 

Good business is almost guaranteed 
for as far ahead as anyone can foresee. 
That means until the middle of 1951. 
There is some prospect of a slowing after 
that time until the rise in arms spending 
takes another spurt. Then the boom 
would be expected to take hold again. 
Charles Sawyer, Secretary of Commerce. 
predicts that the boom and need for its 
control “will go on for years.” That is 
the view of most appraisers in Govern- 
ment. 

Armament is the new industry that 
underwrites the boom. This industry is 
to provide 1.5 million new jobs directly 
in military service itself. Until now arm- 
ament in its various phases has been 
about a 12.5-billion-dollar industry. It 
ison the way to being a 30-billion-dollar 
industry as a minimum and to continue at 
that level indefinitely. Any big new in- 
dustry of that size, fitted into existing 
industry, must generate boom, in the 
opinion of Government planners. 

The prospect of arms spending, in 
turn, is expected to add to the urge of 
industry and individuals to spend. If 
the prices of many things that people 
want are likely to go up, the impulse 
is to buy quickly. Even with shooting 
over, there will be the prospect of rising 
prices, rising wages, rising demand for 
many kinds of goods. A big slice of that 
ising demand will come from Gov- 
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ernment itself out of already 
appropriated. 

Boom control, not boom generation, 
will be the resulting long-range prob- 
lem as planning officials now see it. 

A broad outline of what's expected 
is seen in the charts on pages 12 and 13. 

Output of goods, booming in most 
fields even before war in Korea, has 
moved higher since war started. The 


money 


rise has occurred even before any real 
increase in arms demand. That demand 
is to grow rapidly during the months 
ahead. Yet output will be limited by the 
supply of labor, by the supply of copper 
and steel and other metals. This means 
that civilian demand will need to be 
limited for products made of scarce ma- 
terials. 

Income available for spending, how- 
ever, is going to rise while supply of 
some kinds of things to buy will be cut. 
Before Korea, the average factory work- 
er took home $58.74 in his weekly pay 
check. He now takes home $60.28. Over- 
time pav is starting to come back in many 
industries, at time and one half. A round 
of pay rises is going on at the same time. 
By the middle of next year it is expected 
that the average factory worker's pay 
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check will be $67.50. Pay raises now 
starting are big ones. 

Jobs, at the same time, are becoming 
more plentiful at the higher level of pay. 
Nearly a million workers have been 
added since war started in Korea. That 
includes those brought into armed serv- 
ices and in civilian employment by Gov- 
ernment. Nearly double that number are 
expected to be added in the next nine 
months, for a total of more than 64 mil- 
lion employed. The result is to be an in- 
crease of billions of dollars a year in 
incomes. Factory workers, many profes- 
sional people, ‘many in salaried groups 
will be flush with money and good risks 
for those with money to lend. 

Spendable income otf 
however, will not rise in total as much as 
increased jobs and pay rises might sug- 
gest. Taxes, for one thing, will carve a 
larger proportion out of each pay check. 
All workers on the first payday after 
October 1 are to find a larger portion of 
the total taken by withholding taxes. 
Stockholders in the first half of 1951 are 
likely to get smaller dividends in total 
than they are getting this vear. Corpora 
tions will be paying more in taxes and 
will be threatened with still further in 
creases. Spendable income, even so, will 
break all records at a rate above 200 
billion dollars. 

A ceiling on production, due to man 
power and material limitations, at a time 
when Government is demanding a sub 
stantially larger percentage of production 
for itself, is going to mean some cut in 
supplies for people with money to spend. 
This will be particularly true when it 
comes to products made of metal. 

Prices, as a result, will be pushed up 
in many lines. Prices of some materials, 
such as rubber. wool, lumber, sugar and 
other things that shot up fastest after 
war started, have eased off with the 
prospect of war's end. Prices of finished 
products, however, have just started to 
move up. Most do not yet reflect wage 
increases that are coming, and many do 
not reflect the rise in material 
Steel, for example, almost surely will be 
higher priced after wage increases occur. 
Auto prices are due to move somewhat 
higher. Building materials are continuing 
more 


individuals, 


prices. 


to rise. Prices at wholesale now are 
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than double the 1935-39 level. They are 
to edge higher. 

Living costs, too, are due to rise 
more. Sharp increases still are ahead in 
the price of wool and cotton clothing. 
Shoes will be marked up again. Rugs, 
draperies, furniture are to move higher. 
Increases are occurring now in television 
sets, refrigerators, other appliances. Rents 
are rising. Milk in many areas is being 
marked up. Many processed foods will 
cost more. Before this rise stops—barring 
firm price controls—the cost of living may 
be 80 per cent higher than before World 
War II. The 100-cent dollar of prewar 
1939 is to be about a 56-cent dollar by 
mid-1951, the way things now are going. 

All of that spells boom: Production 
hitting a ceiling. Part of that production 
siphoned off, not available to civilian 
consumers. Incomes of people rising at a 
time when supply of goods is limited. 
Prices rising as the demand for some 
things exceeds the supply. The prospect 
of new demands for more pay to offset 
the effect of higher prices. 

Two periods are to be looked for, as 
the Government’s planners see it. 

Boom control is to be attempted in 
period No. 1, just ahead. There is to be 
mild restraint on installment and home- 
buying loans. After a round of wage and 
price increases, controls will be threat- 
ened there or imposed in a few cases, to 
keep another spiral from starting. Taxes 
will be raised. Bankers will be under 
pressure to loan cautiously. Military serv- 
ices will get priority on scarce materials, 
forcing some limit on output of new cars, 
TV sets, some other products. An effort 
will be made to limit housing starts to 
1 million or less by control of credit. 

This period is expected to run for nine 
months or more. 

Boom revival is to be tried in period 
No. 2, after that, if things start to slow. 
In that period credit controls will be 
eased somewhat. More liberal lending 
by banks will be favored. Mortgage loans 
will be smiled on again. Taxes might be 
reduced moderately where found to in- 
volve “inequities.” Labor will be en- 
couraged to make new demands for pay 
increases. Price supports will come into 
play to protect farm prices. Military 
spending will be turned on more rapidly. 

The second period is not now clearly 
in sight, but it is held in reserve by the 
planners, who see the armament industry 
as the big pump-priming mechanism of 
the future, to be turned on more fully, or 
cut down, to keep the boom going or to 
limit its size. 

With a 30-billion-dollar arms industry 
and a total federal budget of 55 billion 
dollars a year, the planners are confident 
that good times can be assured—with no 
more than moderate interruption—for a 
long period to come. 
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Here, in the Pictogram, you can see for yourself why 
things are to be different even after Korea. 

Armed forces of U.S. are to be about doubled by mid- 
1952, if plans now shaped are carried out. Dollars spent 
yearly for planes, tanks, guns, other defense equipment 
will more than double. 

That’s the goal being fixed for a two-year build-up of 
the armed services. It may not be reached, if public senti- 
ment swings the other way after war's end in Korea. But 
it shows, for the first time, the extent of the planned 
increase in man power and materials for U.S. defense. 

Draft on a large and continuous scale is needed, with the 
Army expanded from 596,000 to 1.2 million men. Reserv- 
ists who are trained pilots or technicians are going to be 
needed in large numbers for an Air Force that can grow 
from 48 to 90 or more groups. Other Reservists must be 
called up by the thousands if the Navy expands from 245 


to about 400 combat ships plus hundreds of other vessels 

Equipment needs also become more apparent, with 
industry called upon to equip twice as many fighting 
units under the new plan. Production of aircraft, fo 
example, must be expanded from a yearly rate of 2.50 
to about 20,000 in two years to meet planned Air Forge 
needs. Thousands of tanks, guns and vehicles will be 
needed for additional armored divisions. New ships, new 
electronic equipment and much reconditioning will be re. 
quired for a greatly expanded Navy. 

A first step, pretty well assured at this time, calls for an 
Army of 15 divisions, a 58-group Air Force and a Navy with 
1,000 ships of all kinds by mid-1951. That is nine months 
away, but the goal now set will raise U.S. defenses far 
above this level in the following year. In that goal. shown 
here, you get a preview of just what the top militay 
planners have in mind for the two years ahead. 
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U.S. DOLLARS FLOOD CANADA 


Reported from OTTAWA 


Low taxes, a bright future, 
chance for a quick profit are at- 
tracting U.S. investors to Cana- 
da. It's a dollar boom. 

Americans are buying into 
Canadian oil, mining, manvu- 
facturing, insurance, almost 
everything. Some are betting on 
revaluation. 

What investors find: Ready 
markets in most lines, a balanced 
budget, prospects of good profits 
without an excess-profits tax. 


OTTAWA 

Dollars from the United States are 
flooding into Canada. Dollar poor not 
so long ago, Canada today is dollar 
rich, so much so that she may become 
embarrassed if the flood keeps on at 
its present rate. 

The flood of dollars is partly for long- 
term investment. Owners of these in- 
vestment dollars are putting them to 
work in a country where, they believe, 
the future is bright and where business 
taxes are lower than in the U.S. But 
many of the dollars coming into Canada 
now are short-term money looking for a 
quick profit. 

This short-term money is betting that 
Canada, with so many American dollars 
on hand, is going to push the value of her 
own dollar from about 91 U.S. cents 
back to $1. The idea is to buy Canadian 
dollars at 91 cents, then get 100 U.S. 
cents for them after revaluation. It’s like 
buying half dollars for 45 cents and sell- 
ing them for 50 cents. There is still 
doubt that the bet will pay off. The an- 
swer depends on many things. 

This run of short-term money into 
Canada is something new, mostly since 
the start of the Korean war. In recent 
weeks, one branch bank sold $800,000 
worth of Canadian dollars to American 
interests betting on revaluation. In scores 
of other banking offices the story is simi- 
lar. All told, the amount of quick-profit 
money runs high into the millions of dol- 
Jars, and it is still climbing. 

Canadians like the confidence this 
shows, but they don’t like to have so 
much speculative money coming in. 
What they do want is long-term money 
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willing to work. And they are getting this 
kind of money, hundreds of millions of 
dollars of it. 

American dollars coming to Canada 
for investment are getting a thousand 
kinds of jobs to do. Basic industries that 
develop natural resources are getting a 
good many of the dollars. American hold- 
ings in the pulp and paper industry, al- 
ready tremendous, are growing. The cap- 
ital that is devoloping the big, new oil 
fields of Alberta is largely American. 

The opening of immense fields of iron 
ore in Labrador and Quebec is being un- 
dertaken by American enterprise. Ameri- 
can capitalists are getting set to increase 
production at the Steep Rock iron de- 
posits in Ontario. 

American money is moving into the 
mining of nonferrous metals, including 
uranium, and into larger operations in the 
asbestos deposits. There is talk of a big 
expansion in Canada’s aluminum output, 
with U.S. financing, to meet the boom- 
ing demand of American war industries. 

Financial and service enterprises are 
getting U.S. capital, too. American hold- 
ings in insurance and related lines, al- 
ready large, are growing. And one of 
Canada’s biggest hotel chains has been 
taken over by an American company. 

Major share of investment money com- 
ing to Canada, however, is going into 
manufacturing. Every few days some 
U.S. company establishes a branch plant 
in Canada or decides to enlarge an exist- 
ing plant. 

Right now, a major U.S. company that 
makes automobiles in Canada is building 
a costly plant to turn out Diesel engines. 
Another American company has bought 
a Diesel factory from Canadian interests 
and is getting ready to expand. 

American chemical and pharmaceutical 
companies are increasing their Canadian 
plant capacities. One of the biggest 


American manufacturers of food products, 


with several plants in Canada, is setting 
up another one. 

With the “big three” of the U.S. auto- 
mobile industry and three minors already 
making cars in Canada, a fourth minor is 
starting operations. The Canadian affili- 
ate of a large electrical manufacturer has 
expanded one of its plants and is making 
television tubes. 

These are just a few examples. All 
along the line, from light consumer goods 
to heavy equipment, American-owned 
companies are setting up new operations 
or increasing production. These com- 
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panies find a ready market in Canada fy 
most of their output. Many also a 
exporting to all parts of the world. Goo, 
made in Canada get the benefit of Jp, 
perial preference on tariff when they a 
sold to other parts of the British Cop. 
monwealth and Empire. 

American interests owned or controle 
2,015 Canadian businesses when an of 
cial count was made about two vears ag 
These included 1,022 engaged in mam 
facturing, 84 in mining, 107 in publ 
utilities, 392 in merchandising, 264 i 
insurance and finance and 146 in miscé. 
laneous fields. Today the numbers ap 
much larger. 

If smaller holdings of Canadian publi 
and private securities are lumped along 
with companies owned or controlled } 
American interests, the total probabl 
amounts to about 6 billion dollars, and 
is growing. 

Americans who invest in Canadia 
business and industry are doing this ip. 
vesting because they see a chance fo 
good profits, expansion and _ relativeh 
favorable taxes. Canada is riding a boor 
that has been running, without mud 
letup, since the end of World War I] 
Prices are moving up. Now, increased 
spending for defense is to give busines 
another boost. 

Tax policies: of the Canadian Go: 
ernment are one of the biggest attractions 
to American investors. Taxes paid by 
business in Canada are lower than thos 
in the U.S. Take income taxes, for ex: 
ample: The Canadian Government, even 
with a recent increase to pay for defens 
spending, taxes the first $10,000 of 
corporation’s net income at 15 per cent 
Net income in excess of $10,000 is taxed 
at 38 per cent. 

On interest and dividends remitted 
to stockholders and bondholders in the 
U.S., the Canadian Government with 
holds a tax of 15 per cent. This is al 
lowable as an offset against the U.S 
taxes payable on this income. The provit- 
cial income tax rate everywhere except 
in Ontario and Quebec is 5 per cent; in 
these two provinces it is 7 per cent. 

Capital gains are not taxable. Canada 
has no excess-profits tax. Finance Min- 
ister Douglas Abbott told Parliament re- 
cently that “members in all parts of the 
House who had experience with our wat- 
time excess-profits tax will agree that 
such a tax is not desirable under present 
circumstances.” He added that such 4 
tax, particularly a high one, “becomes an 
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Finvitation to extravagance and waste in 

Borporate management, w hereas what we 

Bost urgently need now is maximum 
efficiency and production.” 

One reason why Canada can balance 

her budget without taxing capital gains 

Band excess profits is that she raises large 

nada fo, B revenues from other kinds of levies. A 






soar fi ceneral sales tax of 8 per cent applies to 
- Good yirtually all items except food, fuel, 
Of In. J puilding materials and equipment to be 
hey ¢ Bused in the production of goods. In addi- 


h Cor pin. there is a 15 per cent excise tax on 
Bless necessary commodities,” such as 
ntrolled Be ablles and radios. On liquor and 
an off co, the excise taxes are even higher. 
ars ag ’ Some Canadian officials think expendi- 
manu. {tures for defense will keep going up and 
publi fa ‘that, for this reason, Canadian taxes 
264 jj Beventu: ally will be as high as those in 
misce.f the U.S. At present, however, investors 
ers ap B pay considerably lower taxes on profits 
B made in Canada than they would have 
publi to pay on those same profits in the U.S. 
| along : A big question for these investors, 
led by fas well as for American speculators and 
obabh B for Canadians, is whether the rumors of 
and i B plans to raise the Canadian dollar to 100 
5U.S. cents are true. 
nadia ff Some American companies with Cana- 
his in (dian affiliates think, along with the specu- 
ce ff lators, that revaluation is coming, and 
atively i § most of them are trving to hedge against 
boon fit. Many are holding up remittances of 
muc rs. from Canada to the U.S. in the 
‘ar I hope that they will be able to exchange 
reased [their Canadian money into American 
isines | money at the rate of dollar for dollar, 
frather than pay $1.10 Canadian for an 
Gov. American dollar, as at present. Similarly, 
ction ff they are delaving payments for parts and 
id byfRother items bought in the U.S. for use 
those fin Canada. 
or eX Many businessmen, on the other hand, 
even & doubt that Canada’s dollar is to be jacked 
fens up. They know, from experience since 
of af World War II, that putting Canada’s 
cent | dollar on a par with the U.S. dollar will 
taxed | make American-made goods cheaper in 
F Canada. That will make Canadians buy 
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vin- fe That will cut American buving of Cana- Fe * | 
cept idian products, thus reducing Canada’s , 
t: inf eamings of American dollars. Yet in- 
) creased sales to the U.S. are one reason 
ada @ Why Canada’s position is strong now. 
Min- Decision as to whether Canada will 
+ ye- fm tevalue her dollar is to be the tightly 
the @ held secret of a few top officials. If Cana- 
var 4a does revalue, the speculators will 
that @ Make fat profits. If the dollar remains un- 
sent changed, they may lose a little. Either 
h a@ “ay, the prospect is that a lot of Ameri- 
can money is going to keep coming to 
= Canada for long-term investment. 
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Inside story of the East Ger- 
man Army shows it is about 90 
per cent myth. It can’t start any- 
thing. 

Communist forces have no 
planes, hardly any big guns or 
tanks, scant combat training, a 
shortage of officers and men. 

Up to now, Russian-zone re- 
armament is a propaganda trick. 
There is nothing like the ‘North 
Korean Army” in East Germany. 


FRANKFURT 

The Russian-created East German 
Army is just a “paper army’ as of now. 
It couldn't fight even a tiny war, and 
cant get ready to fight one for 
months. A Korea-type attack in Ger- 
many is out of the question for at 
least a year, despite Communist scare 
propaganda, and is highly unlikely 
beyond that. 

These conclusions are based on de- 
tailed intelligence reports reaching the 
highest Allied military authorities in Ger- 
many. 
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GENERAL MUELLER 
The troops are poorly trained 
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Why Germany Isn‘t to Be Next ‘Korea’ 


Reported from FRANKFURT 


Their studies show that East Ger- 
many’s troops are still a force in training, 
not a real army. They are poorly trained, 
poorly armed and few in number. Large- 
scale expansion, often reported under 
way, has been postponed for months. 

The fact is that the Russians would 
like to have a German army ready to do 
their fighting, but they are afraid to 
create it. It might slip out of control and 
turn on the Communists, rather than fight 
fellow countrymen in West Germany. 

Fears that Russia plans to launch East 
German troops into a European war have 
been fed by a variety of rumors for more 
than a year. There has been talk of con- 
scription in the Soviet zone. Reports are 
often heard that the Germans have a 
navy, an air force and an army equipped 
with heavy artillery and anywhere from 
400 to 2,000 tanks. A West German of- 
ficial recently said 39 factories and ship- 
yards in Soviet Germany were turning out 
tanks, cannon, planes, submarines and 
other military equipment. 

As a result, all the resources of Ameri- 
can, British and French intelligence in 
Germany have been concentrated for sev- 
eral months on discovering the actual 
size, nature and objectives of East Ger- 
many’s troops. 

The real story, as disclosed by these 
investigations, is this: 

People’s Police, numbering about 
100,000 men, are not military units. They 
are receiving no military training. In the 
event of war, they would be needed to 
maintain law and order, and to keep the 
Communists in power. They could not be 
used in combat. 

Communist military units in East 
Germany, now in training, total less than 
60,000 men in so-called “Preparedness 
Units.” They are organized in battalions 
of 1,200 men per unit, or less. They are 
stationed at more than 50 training camps 
and officer schools scattered over the en- 
tire Soviet zone of Germany. 

East German navy, now being re- 
cruited, will be more a Coast Guard than 
a battle fleet. Indications are it is being 
equipped with patrol cutters for anti- 
smuggling work along the Baltic coast. 
There is no evidence it will get larger 
naval vessels. 

East German air force does not exist, 
even on paper. The Germans have no 
planes of their own, and there is no evi- 
dence as yet that German pilots are be- 
ing trained in Russian planes. 

The Preparedness Units were launched 











a year ago. They started with about 9. 
000 men, and reached a strength ¢ 
50,000 men last spring. They are arme 
with rifles, tommy guns, light machi 
guns and a few heavy machine guy 
mortars and antitank guns. They ha 


small amounts of ammunition, but nor. & 


serve stocks. 

The heaviest weapon at most training 
camps is the heavy machine gun. 4 
few camps possess artillery ranging fron 





76.5 to 105-mm. field pieces taken over 


from the old German Army. No camp con § 


tains more than six or eight field pieces 

No Preparedness Units are equippe 
as tank units. Estimates of the total nun. 
ber of tanks in use vary from 12 to 4 
There is no evidence that men in an 
substantial number are being trained a 


tank crews. There has been no training § 


in tank maneuvers. 

Infantry training has been conducted 
largely in units of company size. Ther 
have been no maneuvers in groups large 
than a battalion. There has been no for 
mation of regiments or divisions. nor i 
there evidence that command staffs fo 
regiments, divisions, corps or armies are 
in existence, nor is there any sign 
large-scale recruiting. 

Training is judged by Allied intelli 
gence officers to. be of low grade. One 
East German recruit remarked to a vis 
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THE PEOPLE’S POLICE 
. . . and not equipped for combat 
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itor: “Our officers are mainly old Wehr- 
macht men. They are very scornful of our 
training. They say it isn't like the old 





lays.” 

Judging by these facts, Allied military 
men conclude that, if the Russians were 
to provide the equipment tomorrow, it 
would take nine months to a year to or- 
ganize and train one infantry division in 
East Germany. It would take about that 
long to get a single armored division 





os 


out 12. 
ngth Vt § 


€ arme( 





machin ready to fight. 

e gum A combat-ready army of five or six 
>y hay divisions could not be formed before 
it nore 1952, according to these estimates. It 


would take equally long to organize an 
East German air force. 


training ; 
Soviet suspicion of East Germany's 









gun. 4 
1g fro, military forces is back of the slowdown 
en over{e in rearmament, according to intelligence 
np conf reports. The Russians have had trouble 
piece, finding “reliable” officers to train recruits. 
ruippei The main source of officers has been 
] num. the old German Wehrmacht officer corps. 
to 9) # Some of these men became Communists 
in an | While they were held in prisoner-of-war 
‘ned «# camps in Russia. Others collaborated 
rainin & With the Russians during the war. These 
°— officers have all the military know-how 
ducte that is needed. But they are not trusted, 
Ther {. Politically, either by the Russians or the 
-Jarge f& East German Communists. Recruiting 
10 fo. them has been a slow process. Those that 
nor i Make the grade are kept under careful 
ffs fo | Supervision. 
os a At every level, professional officers 
ion o @ serving the Communist forces are under 
7 the control of trusted German Commu- 
intel nists or Russian officers. A field-grade 
. One Russian is stationed with each Prepared- 
a vis @ "ess Unit to keep an eye on the political 





atmosphere around the camp. 

At the top of the East German Army 
is Minister for State Security Wilhelm 
Zaisser, a Communist since 1917. Zaisser 
performed Communist missions in Man- 
churia and the Middle East, then turned 
up as “General Gomez” in the Spanish 
Civil War where he commanded an in- 
ternational brigade. He spent World War 
II in Russia. 

Under Zaisser is another Moscow- 
trained Communist, Karl Heinz Hoff- 
mann. He heads a sort of general staff 
that includes half a dozen former Ger- 
man Army generals, among them Gen. 
Vincenz Mueller, former chief of staff 
of Gen. Wilhelm Keitel’s Seventeenth 
Army. Supervision of the whole works, 
including Minister Zaisser, is in the hands 
of a little-known officer of the Soviet 
Control Commission for East Germany, 
a Major General Petrakovsky. 

A network of trained agents and in- 
formers watches over the recruits them- 
selves. Two out of the seven hours of 
daily training in camp is devoted to po- 
litical schooling—which means Commu- 
nist indoctrination. Day after day, re- 
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RUSSIAN TROOPS IN GERMANY 
So far, no signs that they are ready to move 


cruits are told that Germany’s future lies 
in “friendship forever” with Russia. 

Trainees themselves are mainly volun- 
tary recruits. They have been enticed by 
wages equal to those of industrial work- 
ers, by free uniforms and by a food ra- 
tion equal to the best in Soviet Germany. 
Some have been recruited under pressure 
while they were held as returned prison- 
ers of war. Others signed up when told 
that the alternative was work in the 
uranium mines. 

Morale is high, but not high enough to 
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... head of a “‘paper army” 


stop remarks aS this, made recently by a 
recruit: “A lot of the men have relatives in 
the West. We're not going to fight against 
our own brothers, no matter what.” 

Attitudes such as this, plus distrust of 
the old Wehrmacht officers, are holding 
the Russians back from too-rapid  ex- 
pansion of the Preparedness Units. They 
have turned loose very little Soviet equip- 
ment. They keep all ammunition stores 
under their own tight control. 

Except for small-scale output of Ger- 
man revolvers, rifles and light machine 
guns, the East Germans still are pro- 
hibited from making their own arms. 
Some plants are producing gun sights. 
periscopes and tank tracks for the Rus 
sians. But, contrary to reports, there are 
no plants in East Germany producing 
artillery, tanks, planes or submarines. 

A “‘second Korea” in Germany, as 
a result, is dismissed as physically impos 
sible. As Allied officers see it, the real 
threat lies not in the East German force, 
but in the Russian divisions stationed in 
East Germany. About 325,000 Soviet 
troops there are organized in six armies 
containing 30 under-strength divisions. 
There are 20 mechanized: units contain- 
ing tank battalions. 

In contrast with the East 
forces, Soviet divisions are made up of 
hardened troops, rigorously trained in 
field maneuvers engaging full corps and 
armies. It is this military machine—not an 
East German Army—that is the real dan 
ger in Germany. Allied intelligence of 
ficers have been watching it closely eve 
since the outbreak of the Korean war. So 
far, they see no sign that the Russian 
divisions are getting ready to march. 


German 
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BREAKING RUSSIA’S VETO POWER 


Reported from LAKE SUCCESS, N. Y. 


If Russia moves again— 

A U.N. army may be standing 
by to march. Its troops can be 
fighting in Yugoslavia in two 
days. They would be specially 
trained for U. N. work. 

Next time, a Russian veto of 
defense action may start things 
going instead of blocking the 
way. 

LAKE SUCCESS, N. Y. 

Andrei Vishinsky, handy man for 
the Kremlin, is in line to lose a handy 
weapon for his purposes in the U.N. 
—the veto. 

As the Soviet Foreign Minister, it is 
Mr. Vishinsky’s job to block any effort to 
make the U.N. an effective alliance 
against aggressors supported by Moscow. 
Korea was an example. But Russia was 
boycotting the U. N. and missed a chance 
to veto U.N. action. Now Mr. Vishinsky 
is back in the U.N.. ready with a veto if 
Moscow starts more wars. 


U.S. Secretary of State Dean Acheson, 
however, has a plan to fix it so that the 





But... 5 
underthe . |¢ 
Acheson plan 
for the U.N.: 


60 men 
the U. 






asked 
of their 





member countries 


U.N. can get around Mr. Vishinsky’s 
veto. The British like the idea. The 
French, though still reluctant, may go 
along. It’s up for Assembly approval. 

What will happen if the U.N. 
adopts the Acheson plan is this: 

First, each of the 60 countries now 
members of the U.N. will be asked to 
desigr.ate parts of its own army, navy and 
air force to be trained, equipped and 
maintained within the country for prompt 
service at the orders of the U.N. 

Second, U.N. “peace patrols,” teams of 
observers provided by U.N. members, 
will be established. These patrols will be 
available on a few hours’ notice to fly 
to any part of the world where a conflict 
has broken out or threatens. 

Given these forces and patrols at the 
ready, what could happen is this: 

Example: Attack on Yugoslavia, 
a member of the U.N. that has broken 
with Moscow, could be launched on the 
Kremlin’s orders by the Soviet satellite 
countries of Hungary, Rumania, Bulgaria 
and Albania. None ‘of these satellite 
countries is a member of the U.N. 

H Hour: Within a matter of minutes 
after the hour of the attack on Yugoslavia, 
news of the war would be flashed to the 
major capitals of the world. 


be 


to dest sent 
army, navy 
and air force as U.N. 


Yugoslavia’s permanent delegate at the 
U.N. headquarters would immediate) 
call for an urgent meeting of the United 
Nations Security Council. Yugoslavia js 
at present a member of the Council 
Any member can summon an emergency 
meeting. 

H Hour plus 5: The Council could be 
in session within five hours after the 
Yugoslav call. All Council members have 
permanent delegates and alternates living 
in the New York area. 

H Hour plus 12: If Mr. Vishinsky 
used his veto to crush a motion to send 
military aid to Yugoslavia, that would 
halt effective U.N. aid to the victim of 
aggression under the present setup. At 
this point, as shown in the chart below, 
the Acheson plan goes into action. 

Seven of the 11 Council member 
could call an emergency session of the 
U.N. Assembly to take up the Yugoslav 
appeal within 24 hours. If they failed to 
do this, any 31 of the 60 U. N. membes 
could call an emergency session. Mr 
Vishinsky’s veto in the Council could 
not stop this move. The great powers do 
not have a veto in the Assembly. 

H Hour plus 36: The Assembly. meet- 
ing in emergency session, could, by a 
two-thirds vote, ask all U. N. members to 
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rush the U. N. units of their armed forces 
tw) Yugoslavia’s aid. A United Nations 
military adviser, provided under the 
\cheson plan, could co-ordinate military 
ition pending the appointment of a 
commander in chief of U.N. forces by 
the Assembly. U.N. “peace patrols” of 
observers, if not already in Yugoslavia, 





> at the would be ordered to the scene by the 
diately \ssembly. 
United H Hour plus 48: Military forces of 
avia js U.N. countries near Yugoslavia would 
ounci. have their marching orders, thus, within 
rgenc two days of the initial attack. 
“= First to move, closest to the scene, in 
uld be the case of an attack on Yugoslavia, 
er the would be the forces of Greece and Tur- 
s have key, both of which have large standing 
living armies. Greece could overrun Albania. 
Greek and Turkish forces together could 
hinsky strike at the flank of Bulgaria. 
) send In addition, U.S., British and French 
would divisions occupying Germany and Aus- 
tim of tria would certainly be designated as 
ip. At U.N. forces. They could move swiftly 
velow. into Yugoslavia from the north, engaging 
Hungarian and Rumanian forces at the 
mbers [ Danube. Such U.N. forces, added to 
f the |e Yugoslavia’s own big Army, would pro- 
soslav vide a strong defense. If the Acheson 
led to |B Plan goes through, Moscow would think 
mies twice before ordering its satellites to: at- 
Vy & tack Yugoslavia. 





Example: Attack on Formosa by 
Communist China, not a member of the 
U.N., might fail to find the majority of 
the members of the U.N. willing to act. 

U.S. Seventh Fleet, now under orders 
to prevent an attack on Formosa, held 


could 
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Council action to help 


the victim of aggres- 
sion is blocked by 


Russia’s veto, but... 
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by Chiang Kai-shek’s Nationalists, might 
be involved. U.S. could get into a shoot- 
ing war with Communist China and ap- 
peal for an urgent session of the Council 
Russia, on the other hand, could also cail 
for such a session of the Council to con- 
sider a Russian complaint of U.S. ag- 
gression on China. 

Outcome of such an issue in the U.N. 
would be uncertain. Britain and other 
members of the U.N. have recognized 
Communist China. Other countries 
which, like the U.S... still recognize 
Chiang’s Government, would be reluc- 
tant to get the U.N. involved in China. 
U.S. might be left holding the bag with 
a China war. 

Example: Civil war in fran, an 
effort by the Communist-led Tudeh Party 
to seize power in Iran, would be a 
troublesome case for the U.N. with or 
without the Acheson plan. The U.S. and 
its Western Allies would probably ask 
the Council to rush U.N. “peace patrols” 
to Iran to see if Russian troops were in- 
volved. 

A Russian veto on such a motion in 
the Security Council could send the mat- 
ter to an emergency meeting of the As- 
sembly. “Peace patrols” could be sent to 
Iran by the Assembly, but U.N. military 
aid to the Iranian Government in this 
case probably would be sent only if 
the U.N. observers found Russian forces 
in Iran. 

Example: A ‘‘putsch’” in Italy, 
an attempt by the numerically strong 
Communist party of Italy to seize the 
Government in Rome by force, might not 





A veto, blocking 
a meeting of the- 
Assembly, where 
there is no veto .. . 





be a case for the United Nations unde1 
the Acheson plan. 

The Charter of the U.N. specifically 
provides that the U.N. has no authority 
to intervene in the internal affairs of a 
member country. The Acheson plan does 
not attempt to change this provision. 

Italy. not a member of the U. N., could 
ask the U.S. or another power to call an 
urgent session of the Council in such a 
case. But the Russian delegate could ar 
gue that the Communist uprising was 
purely an internal matter. Chances are 
that the Communist “putsch” would have 
failed or succeeded within 48 hours, be 
fore the U.N. could reach a decision on 
the matter. 

Example: Attack on West Ger- 
many by East German and Russian 
forces would go immediately to the U.N. 
In this case, however, U.S., British and 
French troops in Germany would be im 
mediately engaged. World War III would 
be on. U.N. action under the Acheson 
plan would then be designed only to 
unite any neutral powers with the West 
ern defense efforts. 

Vishinsky’s problem, thus, is how 
to block the Achéson plan. If it passes. 
Russia may walk out of the U.N. with its 
satellites. Or Mr. Vishinsky may remain 
to try to sabotage U.N. action with pro- 
cedural delays and filibusters. 

The Acheson way, however, would 
rob Russia of its veto and enable the 
U.N. to act swiftly in the event of ag 
gression. It is a U.S. effort to force Rus 
sia to keep the peace, to start no more 
wars like the war in Korea. 
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Reserves, facing active duty, 
can’t tell whether they’re coming 
or going. It’s hard to plan ahead. 

A formula to decide who dons 
uniform and when, who stays 
out, is in the works. It may be a 
point system in reverse. 

Age, length of service also are 
being considered. But, as of now, 
Reservists can’t tel! when they 
might be tapped. 


An end to fighting in Korea is not 
to end the calling up of Reservists by 
the armed forces. Instead, men with 
reserve status will be directed back 
into uniform at an increasing rate in 
the months ahead. 

All three services now plan to speed 
the return of Reservists to active duty. 
The Air Force expects to bring back 
8,000 officers and 42,000 enlisted Re- 
servists this autumn. The Navy reveals 
that it will call up 5,000 line and spe- 
cialist officers in the coming few weeks, 
15,000 in the months ahead. The remain- 
ing Marine Reserves, in organized air 
squadrons, are being told to expect a 
call as soon as Congress authorizes a 
larger Marine air setup. Army officials, 
who were planning to call up 109,000 re- 
servists this autumn, have just raised 
that goal by another 9,565 men. 

This, moreover, is just the beginning 
if plans to double the armed services are 
completed. Under those plans, shown on 
pages 14 and 15, calls for Reservists 
could go on over the next two years. 

Reservists, as a result, are to face con- 
tinued uncertainties. A demand is grow- 
ing from outside Government for some 
formula that will reduce these uncer- 
tainties. Men called to service want an 
answer on how much time they will be 
expected to serve. Those not yet called 
want to know their chances of being 
called. 

Right now, existing uncertainties are 
causing hardship and loss to many in the 
various reserve forces and the National 
Guard. There are many instances re- 
ported of men refused jobs or denied 
promotions because employers are un- 
certain how long they will be around. 
Banks and other lenders are reported 
sometimes to be denving loans to Re- 
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RESERVES TO GO IN—WAR OR NO WAR 





New System Will Tell When to Expect Dutyf 


Ee 





-U. S. Navy 
RESERVISTS ON ACTIVE DUTY 


Others are uncertain 


servists who are contractors, or who want 
to buy houses, or who are in business. 
There are other cases of Reservists’ be- 
ing fired because the uncertainty of their 
status does not warrant continuing a 
costly training program. This mounting 
record is being reported from nearly all 
parts of the country. 

An effort to work out some formula 
that will tell each Reservist where he 
stands is starting to be made. Several 
alternative plans are being drawn by a 
new four-man Pentagon board, headed 
by Brig. Gen. Melvin J. Maas, a Marine 
Reservist and former Representative from 
Minnesota. Idea is to get each armed 
service to agree on some simple plan that 
will tell its Reservists what to expect, 
approximately when each Reservist can 
expect to be called up, and how long he 
must serve. The answer is expected to 
be found before the deadline, set by the 
board, of October 11. 

What’s ahead for Reservists is in- 
dicated by the plans suggested thus far 
by General Maas. To give you some idea 
of what the official thinking is now, the 
proposals to date are these: 

A reverse point system, related to 
the point system used in the 1945-46 
demobilization, is one plan. Under this 
plan, each Reservist would be allotted 
points for length of wartime service, for 
dependents, for age, for former wounds, 
and for reserve training, with men having 








the fewest points being called first, ; 
point timetable, under that 
would be drawn up for each  rese 
category in each service. In that wa 
a person could figure out his own staty 

A system based on age is sy 
gested by General Maas as another po 
sibility. Under that plan, as in the drat 
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Reservists could be called up by ag ® 


groups in each category. Then, with a 
age timetable prepared for each servi 
the individual could tell from his dat 
of birth about when to expect a call f 
active duty, provided a big war does 1 
interrupt the partial-mobilization plan. 

A length-of-service system also i 
being proposed. This formula, if adopted 
will set up a priority system in which Re 
servists with the least service in 
present reserve rank will be called firs 
For example, an Army Reserve captait 
who achieved that rank in 1945 woul 
be called before a captain whose raul 
dates back to 1944. This system require 
a far more complicated timetable, one 
set up for each specialty in each brane! 
of each service. 

That gives an inkling of the type @ 
solution now expected for the growing 
uncertainty among reservists. In_ the 
meantime, the individual with 
status can be sure of this much: 

Army, calling: up the largest number 
of Reservists, is trying to keep its Organ- 
ized Reserve units intact and has 
plans to call them up in the near future 
Most calls, thus, are to be for unorgan 
ized Reservists and for some officers 01 
inactive duty. No time limit is set for the 
Reservist’s period of active duty, but 21 
months is considered the best guess now 

Air Force, like the Army, is calling y 
its unorganized Reservists first, may take 
those in Organized Reserve units later. 

Navy, in contrast. is calling its Or 
ganized Reservists first. Next priority 
goes to members of the Fleet Reserve 
Then, in cases where quotas still are not 
filled, members of the Volunteer Reserve 
are to be called. In all cases, the adver- 
tised period of active duty is one yeat 

Marine Corps already has called vir- 
tually all of its Reservists who are under 
the age of 32, except for members ot Re- 
serve air squadrons. These may go soon 

That, in brief, is the outlook for Re- 
servists as real fighting ends in Korea 
No demobilization is in sight. Rather, 4 
big influx of Reservists into the armed 
forces is about to get under way, with a 
definite recall system in prospect. 
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ie draft ft >> Korean adventure begins to look like Soviet Russia's worst postwar mistake. 


by ag 





With a 4 
service fa sweep through Asia is set back. Soviet satellites have eyes opened to fact that 


His dat } Russia considers satellites expendable. U.S.-Russian showdown finds U.S. on 
Needs top, Russia backing away from world war. Russia, playing with fire, got burned. 
plan. So the list grows: Greece was one Soviet mistake. Opposing Marshall Plan 

oneal was another. Berlin blockade was another. Korea may be biggest boner of all. 

ich Re F 
n their >> Soviet officials admit as much by their somewhat frantic peace gestures at 
cd fit the United Nations meetings in New York. Jacob Malik trots out an old one, a set 


Captain . 
would of pat answers to some pat questions. Yes, he Says, Russia favors U.N. atomic 

















e rank control, world disarmament, a Truman-Stalin meeting. Andrei Vishinsky turns off 
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the scowls, turns on the cordiality. It means Russia has had enough in Korea. 

Fact is, however, Moscow has missed the boat. Peace hints came too late to 
vpe dl get terms in Korea satisfactory to Russia. Moscow apparently underestimated the 
\ > Ol 


owing & speed and impact of U.S. landings at Inchon. Peace now will be on U.N. terms. 
n the & 





—— >> Point to be stressed is that Russia, in Korea, passed up an opportunity to 
umber & start a world war. Look at the situation Russia faced only a few weeks ago: 
rgan- Massed man power of North Korea, Communist China, Russia itself was armed, 





as Ni 
an presumably ready to overwhelm everything the U.S. could throw into Korea. 


rgan- Fe U.S., demobilized, had few divisions ready, faced a terrific Supply job. 


TS OF ‘a Ps : . e 
me U.S. mistakes in China, Communist advances paved the way for Soviet success. 


ut 21 & Small U.S. forces, bogged down in Asia, would leave Europe weak, exposed. 
a It looked like a rare opportunity for the planners in the Kremlin. 


2 : Yet they backed away from it. Shooting down of a Soviet plane by U.S. forces 
er. & ordinarily might have started a world war, but this time provoked only protests. 
a North Korean air power was drastically limited by Russia. Soviet bombers that 
erve. might have blasted U.S. supply base at Pusan, or wrecked the risky U.S. landing 
hes at Inchon, just weren't around. Soviet submarines carefully kept their distance. 
ni Russia decided to take a licking in Korea rather than get involved in war 
veal with the U.S. Yet it's hard to see when Russia will have a better chance. 
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>> From now on, anti-Soviet coalition is to get stronger, not weaker. 

U.S. armed strength is on the way up, is to stay high as long as the threat 
of Soviet aggression remains--unless people of U.S. suddenly forget everything 
that happened since 1945. Moscow may hope for that, but can't count on it. 

West European army, maybe 50 divisions strong, organized as an integrated 
force, under one supreme command, is now formally pledged. It won't spring up 
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Russian title to Korea, an old Muscovite dream, is fading again. Communist 
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overnight, but it's coming. Wartime SHEAF showed it could be done. 

German troops, sooner or later, will show up in a West European army. 

It's true the obstacles to an adequate defense of West Europe are numerous 
and big. Delays are to be expected. But the trend is clearly toward a steady 
Strengthening of the West. Korea gives that a vigorous push. 

Shift in attitude toward U.S. is now noticeable in both Europe and Asia. 
Before Korea: Soviet Russia looked too big to stand up against. U.S. seemed too 
far away, too Slow. Frenchmen talked neutrality. Asians resigned themselves to 
the Communist sweep. Now: Neutrality talk isn't heard much in France. Defense 
of Western Europe appears feasible. Communist advance doesn't seem so inevitable 
in Asia. U.S., winner in Korea after a slow start, looks pretty good after all. 











>> Lesson of Korea won't be lost on other Soviet satellites. Soviet idea that 
Moscow does the planning, gives the orders, while a satellite does the fighting 
and dying, has its country laid waste, may now appear to have disadvantages. 
Chinese Communists, if they were in fact urged by Moscow to get involved in 
Korea, now must see advantages of making their own decisions. What happened to 
North Koreans gives China's Mao Tse-tung a new argument for independence. 
Indo-China's Communists also have reason to queStion Moscow direction. 
East European Communists, realizing what war in their part of the world can 
do to them, will think twice before invading Yugoslavia on Moscow's orders. 
SuccesSive "liberations"--first Soviet, then U.N.--don't leave much. 











>> In Vienna, Communist rioting has to be judged against this background: 
Austrian police aren't trained to handle militant Communists the way police 
in Berlin have been. Austrian Communists, relatively weak, haven't put on a show 
for a long time. Their last attempt in 1948 fizzled. This time Soviet officials 
helped them behind the scenes. Austrian Government opened itself to attack by 
letting prices go higher than wages. It was too good an opportunity for 
Austrian Communists to overlook. Blockade, on Berlin pattern, isn't in sight. 











>> In Berlin, approach of winter, rather than Communists, worries people. 

Jobless in West Berlin now approximate 30 per cent of the working force. 

Winter means fewer jobs. Russians can throw thousands out of work any time 
they want to by firing West Berlin railway employes, by cutting off commuters. 

Relief cost, as it is, runs around 100 million dollars a year. 

Business outlook for West Berlin is blighted by declining purchasing power, 
aGifficulty of keeping markets in West Germany because of Soviet interference. 

Berliners, in their candid moments, sum it all up by Saying that Berlin is 
in fact a dying city. And nobody can seem to do very much about it. Migration 
to West Germany, talked of during the blockade, appeals as one solution. 

U.S. officials, though, make it plain the U.S. intends to stay in Berlin as 
long as there's anything there to defend. In U.S. reasoning, Berlin is a symbol 
of Western resistance to Russia and a U.S. outpost too valuable to abandon. 
Communists know now they can't get Berlin just by waiting. 











>> As drought in Yugoslavia makes Marshal Tito's position more difficult..... 
Peasants get a break, won't have to turn so much grain over to Government. 
Churchgoers get a break, too. Laws against churches are being eased. 
Unrest has Tito worried. Significantly, he's easing up, not cracking down. 
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In a triumph of synthetic chemistry, these ever-useful basic 


JUST AS SNUG HARBORS offer ships protection from stormy 
seas, there are protective coatings today that guard them 
against sleet, snow, salt spray—and other damaging forces 


There is a plastic coating for ships’ hulls that eases the 
age-old problem of barnacles and rust. Vessels stay in serv- 
ice twice as long between costly lay-ups in drydock for 
cleaning and painting. Top-side and below, there are long- 
wearing coatings to keep the modern craft ship-shape. 


Tankers at sea—and tanks ashore—get double protection, 
inside and out, from plastic coatings. Contents stay clean 
and pure, never touching the tank wall. The tank itself is 
safe from attack by water, acids, alkalies, or other chemicals. 

These sea-going coatings are made of the same kinds of 


plastics that serve us so well in industry and in our homes 


materials are produced for us from organic chemicals. 

The plastics and chemicals for duu improved coatings 
are but a few of the hundreds of better materials supplied 
by the people of Union Carbide to serve shipping and many 
other industries. 

FREE: Jf vou would like to know more about many 
of the things you use every day, send for the illustrated 
booklet ** Products and Proce: * It tells how science 


and industry use l CC's Alloys, Chemicals. Carbons, 
Gases, and Plastics. Write for free booklet F. 
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Remarkable New O1ls 


for smatl precision bearings and gears 


Two more new Gulf products to help you gain an edge 
in the battle of costs! Gulf Micro Bearing Oil and Gulf 
Special Instrument Oil provide longlasting, gum-free 
lubrication for small precision bearings and gears. 

These remarkable new oils are nonspreading, which 
means that when properly applied they don’t creep out 
of small pivots, ball bearings or away from gears and 
cams even after extended periods of service—thus the 
relubrication interval can be greatly increased. 

Both oils are nongumming—have high resistance to 
oxidation and exceptionally low volatility. These 
characteristics insure freedom from deposits and low 
frictional resistance in every application. 

Gulf Micro Bearing Oil and Gulf Special Instrument 


Oil are the answer to problems like these in many types 
of instruments and precision mechanisms: excessive 
spreading of lubricant; rusting or gumming of highly 
finished surfaces; where lubrication must be for the life 
of the mechanism or frequency of application must be 
reduced; and lubrication of inaccessible parts. 

Perhaps one of these outstanding new oils can be used 
profitably in your plant or product. Write, wire, or 
phone your nearest Gulf office today and ask a Gulf 
Lubrication Engineer to call. 


GULF OIL CORPORATION - GULF REFINING COMPANY 
GULF BUILDING, PITTSBURGH, PA. 
Sales Offices - Warehouses 
Located in principal cities and towns throughout 
Gulf’s marketing territory 
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Inside View of President Truman in Action... Mr. Byrnes 
‘Lost Nerve at Moscow’... Stalin ‘Like Tom Pendergast’ 


Names of the great and onetime great 
fit in and out of the inside record of 
recent-vear sensations, a record just un- 
folded. 

Many recall the outlines of these sen- 
gations. President Truman eases out his 
old friend and Secretary of State, James 
F. Byrnes, and an enmity develops. Mr. 
Truman meets Joseph Stalin and forms 
his own quick impressions. Chief Justice 
Fred M. Vinson almost goes as a special 
emissary to Moscow, but the project sud- 
denly is scotched. Henry Wallace gets 
dumped, summarily, out of the Cabinet. 
Gen. George C. Marshall comes and goes 
as a top presidential adviser. 

These events aroused an intense curi- 
osity when they occurred. They left un- 
answered questions as to what caused 
them and what really happened. They are 
answered now in a newsy book, written 
virtually from inside the White House. 

The volume is “The Man of Inde- 
pendence.” Its author is Jonathan Daniels, 
a North Carolina newspaper editor who 
was a White House aide under President 
Roosevelt and stayed on for more than 
three vears to help Mr. Truman. Mr. 
Daniels is son of the late Josephus Dan- 
iels, Navy Secretary under President 
Wilson and later Ambassador to Mexico. 

According to Mr. Daniels: 

Truman and Brynes. Mr. Truman in 
January, 1947, let Mr. Byrnes go as Sec- 
retary of State. There was the usual 
glowing exchange of letters and refer- 
ences to Mr. Byrnes’s poor health. There 
was praise for Mr. Byrnes’s “rare tact and 
judgment . . + firmness and tenacity of 
purpose.” 

Now, Mr. Truman has revised that 
estimate. Mr. Daniels quotes him: 

“He [Byrnes] failed miserably as Sec- 
retary of State and ran out on me when 
the going was very rough and I needed 
him worst. His ‘bad heart’ has now left 
him when he has found that he made a 
bad guess. So he and old [Bernard M.} 
Baruch have joined the McCormicks, 
Hearsts and Scripps-Howards to discredit 
me. They will not succeed.” 

The Byrnes-Truman relationship, as a 
matter of fact, was an up-and-down affair. 
The President recalls that in his Senate 
days he asked Mr. Byrnes for only one 
favor. That was $25,000 with which to 
begin his investigations of war pro- 
duction. Mr. Byrnes, as chairman of 
the Committee on Audit and Control, 
“after much haggling and delay,” re- 
duced it to $15,000. Thereafter, the Presi- 
dent said, he got the Committee’s expense 
money by going directly to the Senate, 
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by-passing Mr. Byrnes and his Committee. 

Nevertheless, Mr. Truman went to the 
National Convention of 1944 to nominate 
Senator Byrnes for the Vice Presidency. 
In the end, although he resisted and in- 
sisted he was for Byrnes, Mr. Truman 
received the nomination himself. Shortly 
after becoming President, Mr. Truman 
asked Byrnes whether he wanted to be- 
come Secretary of State. 

“He almost jumped down my throat 
taking me up,” Mr. Truman reported. 

The relationship began to fray within 
the first six months of Mr. Byrnes’s stay 
in the Cabinet. Mr. Daniels, in a position 
to watch developments closely, thinks 
that “Mr. Byrnes could not escape the 
feeling that he should be President, not 
Truman,” that he, Byrnes, was “better 
qualified for the Presidency.” Mr. Tru- 
man often was annoyed at Mr. Byrnes’s 
insistence on independence of action. 

The blowup came after the Moscow 
meeting of foreign ministers in Decem 
ber, 1945. Mr. Truman felt Mr. Byrnes 
had made too many concessions to Russia 
on the satellite countries. 

“Byrnes lost his nerve at Moscow,” 
was Mr. Truman’s opinion. He also says: 

“Byrnes got the real riot act after Mos- 
cow. I told him our policy was not ap- 
peasement and not a one-way street.” 

After leaving the Cabinet, Mr. Byrnes 
retired to his South Carolina home, but 
emerged in the last year to attack the 
Truman “Fair Deal” in speeches and win 
the Democratic nomination for Governo1 
of South Carolina. His comment on the 
Daniels disclosures: “Oh, I guess I'll just 
leave him [the President] to the Marines 
he insulted.” 

Truman and Stalin. In a 1948 cam- 
paign speech Mr. Truman said of Mr. 
Stalin, “I like old Joe.” Many wondered 
why, and the Daniels book explains it. 

Truman and Stalin met at the Potsdam 
Conference in July, 1945, and the Presi 
dent was impressed. 

“Stalin is as near like Tom Pendergast 
as any man I know,” Mr. Truman said, 
referring to the Kansas City political boss 
who gave him his start. The resemblance 
he saw was partly physical—squat bodies 
and big, hard hands—but included also 
Pendergast’s frequent statements that his 
word was good. 

“I got the impression,” Mr. Truman 
said, “that Stalin would stand by his 
agreements, and also that he had a 
Politburo on his hands like the 80th 
Congress.” 

Truman and Marshall. It seemed to 
“make good sense as well as good _poli- 
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tics” to send Chief Justice Vinson to 
Moscow in October, 1948, to talk peace 
with the Russians. The people were wor. 
ried about war. Some advance toward 
peace would be worth while in itself and 
also a lure for votes. The idea originated 
with two obscure White House speech 
writers, David Noyes and Albert Z. Carr, 

Mr. Truman liked the idea. Justice 
Vinson agreed. A secretary was making 
arrangements to broadcast a nonpolitical 
speech announcing the Vinson trip when 
Mr. Truman decided to talk the project 
over with Secretary Marshall, at the time 
in Paris. Mr. Marshall said “No,” firmly 
and crisply. The Vinson trip would em- 
barrass him in negotiations with other na- 
tions, he said. The project was called off. 

Mr. Truman trusts General Marshall 
“completely,” Mr. Daniels says. Their 
first close contact was in 1942. Senator 
Truman had an urge to get into the Army, 
He consulted General Marshall, then 
Chief of Staff. 

“Senator Truman, you've got a big job 
to do right up there at the Capitol, with 
your investigating Committee,” the Gen- 
eral told him. “Besides, Senator, this is 
a young man’s war. We don’t need any 
old stiffs like you.” 

“I’m vounger than you, Gen. Marshall.” 

“Yes, but I’m a general and you'd be 
only a colonel. You stay right where 
you are.” 

Senator Truman stayed on to become 
Vice President and President. Late in 
1945, Mr. Truman told the General: “If 
Byrnes quits me, I want you to be Sec- 
retary of State.” Marshall replied that he 
was at the President’s orders. 

In 1948, while the General was Sec- 
retary of State, a dramatic session at the 
White House found presidential aides 
arguing for the recognition of Israel as a 
matter of good domestic politics. 

“Mr. President,” said the General, “this 
is not a matter to be determined on the 
basis of politics.” 

Mr. Truman sided with the General 
at the time. Later Mr. Marshall ap- 
proved recognition. 

Making a crucial decision, 
or not to explode the atomic bomb on 
Japan, Mr. Truman followed General 
Marshall’s advice. The General told him 
a landing in Japan might cost 500,000 
casualties. That was enough. 

Truman and FDR. Mr. Truman and 
Mr. Roosevelt never were very 
personally. As a Senator, Mr. Truman 
had been in Washington six months be 
fore he saw the President alone. As Vice 
President, Mr. Truman met Mr. Roose- 
velt by appointment only twice. In all. 
they seem to have been together only 
eight times in the vear before Mr. Roose 
velt’s death. The President was not inter- 
ested in instructing his Vice President in 
how to run the big job. So Mr. Truman 
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took over that job, with its many pressing 
decisions, almost completely cold. 

However. Mr. Daniels quotes Harry 
Hopkins as saying FDR had had his eve 
on Mr. Truman for a long time, liked his 
record and his reputation around the 
country, and was especially impressed by 
his popularity in the Senate. As a vice- 
presidential nominee, Mr. Hopkins said, 
Truman was not “just suddenly pulled 
out of a hat.” 

But. 1940, Mr. Roosevelt tried to dis- 
suade Mr. Truman from seeking re-elec- 
tion as Senator, by offering him a place 
on the Interstate Commerce Commission. 

“T sent word,” Mr. Truman says, “that 
I would run if I only got one vote—mine.” 

Truman and Wallace. Mr. Truman 
has his own account of how he fired 
Henry Wallace from his Cabinet. Mr. 
Wallace had made a speech, cursorily 
approved by the President, which de- 
parted from Administration foreign 
policy. Mr. Byrnes. then deep in negotia- 
tions at Paris, objected. 

‘T called Wallace in,” Mr. Truman 
says. “... We made an agreement as to 
what he would say to straighten the thing 
out. In the conversation, I remember 
Wallace saving, ‘I think there are times 
when the end justifies the means.’ I said, 
‘What did you say?’ and he repeated it. 
I knew I could not get along with him. 
He went out and gave out an interview 
diametrically opposed to what he had 
agreed to do. The next day I fired him.” 

Truman and Acheson. Mr. Truman 
himself is revealed as the originator of 
the Marshall Plan. The President had a 
speaking engagement in Mississippi in 
May, 1947, which he found he could 
not keep. He asked Dean G. Acheson, 
then Under Secretary but now Secretary 
of State, to speak for him, and virtually 
dictated what he should say. 

The Marshall Plan developed from this 
address, to be put into definitive form a 
little later by Secretary Marshall in a 
speech at Harvard University. 

Truman and Baruch. Mr. Daniels’s 
book also explains the estrangement be- 
tween Mr. Truman and Bernard M. 
Baruch, a long-time counsellor of Demo- 
cratic Presidents. In 1948, Mr. Baruch 
was asked to serve on a money-raising 
committee for the Democratic campaign. 
He declined. 

Mr. Truman, made sensitive by other 
defections, wrote a pointed letter. Ba- 
tuch’s pride was hurt and his support was 
withdrawn. 

Truman and Hopkins. Harry Hop- 
kins went out of his way to be helpful 
when Mr. Truman was a fledgling Sena- 
tor. They became close friends. 

“T always liked Hopkins,” Mr. Truman 
says. “He was one of the few people who 
was kind to me when I first came to 
Washington.” 
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moved by grinding wheels. Metal prod- 
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wheels of Norton Alundum abrasive. 
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ITS HIGH POLISH came from another 
abrasive operation. Such products as 
table knives, laboratory instruments, 
telescope lenses and marble monu- 
ments are also polished with Norton Al- 
undum or Norton Crystolon abrasives. 


WERE YOU RIGHT? It’s a drinking fountain. But as far as Norton is 
concerned, it could easily have been either of the other two. Because 
wherever there’s grinding, cutting, polishing or any of countless other 
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AIR TRANSPORT—IN WAR AND PEACE 


AN INTERVIEW WITH W. A. PATTERSON 


President, United Air Lines 





EDITOR'S NOTE: Air lines, on emergency duty, 
rushed specialists and critical weapons to the 
Korean war. Does this mean that whole armies 
will be supplied by air in the future? And does it 
show that planes can supplant railroads, trucks 
and ships as carriers of bulky cargoes for profit? 

Will commercial air fleets to come be even fast- 
er? What is the next step in improvement of U.S. 
planes? Why are the British ahead in use of jet 
engines for passenger transportation? 

To answer these and other questions about pres- 
ent achievements and expected progress in air 
travel, U.S. News & World Report invited W. A. 
Patterson, president of United Air Lines, to our 
conference rooms for the interview that follows. 





| 





WILLIAM ALLAN PATTERSON, born in Hawaii in 
1899, the son of a sugar-plantation overseer, 
went to work early. He became an office boy in 
the Wells Fargo Bank in San Francisco after a 
curtailed education in California and Hawaii. 
He stayed with the bank 15 years. 

While with Wells Fargo, he was placed in 
charge of an air line’s account. From then on his 
banking had wings. He flew in the company’s 
planes, talked with employes, learned the air- 
plane business. In 1929 he became assistant to 
the president of Boeing. A few years later he 
headed four operating companies and took a 
large part in merging the firms (in 1934) into 
United Air Lines, which he has directed ever since. 





Q You have just been out in the Pacific, Mr. Pat- 
terson. Have you had a chance to size up just what 
commercial air transportation has meant to the milt- 
tary operation out there? 

A I size it up in this way; I have no exact measure 
of what we actually did by comparison, but I do 
know the case of United Air Lines. The very first 
request of us was to move 100 technicians to Korea, 
and we moved them from Oklahoma City to Tokyo, 
and had them in Tokyo from San Francisco 24 hours 
and 43 minutes later. 

Q What about some of the other lines? 

A Every air line in the country participated in do- 
ing something of that character. It so happened that 
we put DC-6s into the picture immediately and, of 
course, we were operating around 75 miles an hour 
faster than anyone else. But it was a very orderly 
arrangement with the military. 

Q In other words, the use of the commercial air 
transport for an emergency has proved itself to be 
very valuable? 

A Very, very definitely so. 

Q Doesn't that fit in with the theory you have ex- 
pressed in the past, that the expansion of the com- 
mercial air lines has got to keep pace with military 
requirements? 

A That’s correct. It has to by comparison with the 
last war. The domestic airlines were able recently to 
throw into the Pacific in excess of 60 four-engine 
transport planes on immediate notice. 

Q How has the handling of the wounded been 
affected by the commercial transport planes? 

A The military have been handling most of that. 





Q With their own planes? 

A Yes, their so-called hospital planes, which are 
well equipped. 

Q So you haven't served in that line? 

A No, we’ve served in a very major way in evacu- 
ating women and children in our first flights to the 
mainland. 

Q Also in sending needed personnel out there? 

A In sending needed personnel is where we a 
sumed a very major role in those first critical days. 

Q Did you have enough capacity for that? 

A Yes. We had more capacity than the military 
could use at that particular time. 

Q So it really wasn’t a question of quantity a 
people but of getting certain ones there quickly? 

A That’s right. In addition to that, we followed up 
with the first transportation of critical munitions, 
like rockets. 

Q What about the impact on your domestic trans- 
portation facilities? 

A We were able to put these ships into the Pacific 
with hardly any effect whatsoever on our normal com: 
mercial operations. 

Q Did you have some reserve transport facilities 
to take care of it? 

A Yes, our company had a reserve of 23 four- 
engine airplanes that we were able to throw into the 
picture, and the military used a total of only 7. 

Q What did the other companies have? 

A The total industry had available about 63 big 
planes for the military services. Every air line in the 
country with surplus four-engine airplanes partici 
pated. 
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Quick Work in Korea ... Limits on Supplying Army 


By Air... Trains’ Job Goes On... Planes of Future 


Q And that’s why you didn’t have any drain on 
the transport industry in this country? 

A That’s right. 

Q You have been keeping those reserves for expan- 


| sion of travel? 


A They were surplus that we had—some of them 
were used in cargo services and some were just spare 


| equipment that we had for stand-by. 


Q Were you able to use for cargo services other 


) planes? 


A For about one week, it was necessary to curtail 
some of our commercial operation, but just for a 
week. We curtailed about 1,000 miles of flying a day 
in order to get our first-line equipment into service 
while we were conditioning the reserve equipment to 
perform the job. 

Q Looking ahead, can travelers feel sure about 
their transportation facilities, or have they got to 
worry about being ‘bumped’? 

A There is absolutely no indication of any priori- 
ties’ being instituted. There is an ample supply to fill 
every demand which we have had. Unless we have 
large-scale war, I don’t expect anything to become ab- 
normal at all. Of course, if large-scale war should take 
place, then I would look forward to every four-engine 
airplane in the country being put into military service. 

Q And that would mean that air transportation 
would have to be carried on by the lesser planes? 

A That’s right—the DC-3s and Convairs and Mar- 
tins—twin-engine airplanes. 

Q How has the military handled the transporta- 
tion problem in the last few weeks? 

A I think the military are to be highly compli- 
mented for the manner in which they approached us 
on this. They did not confiscate our airplanes. They 
asked us to do a job for them, which we did under 
our own supervision, control and direction. 

Q You won't supply armies by air? 

A It’s an economic impossibility. 

During the war people became very enthusiastic 
because they saw us carrying stuff by air, but no one 
had any idea what it cost. 

Q You mean carrying freight across the ocean will 
never be economical by air? 

A No. I can give you an example. Take a Liberty 
ship—from San Francisco to Australia. It would take 
110 DC-6s to take the cargo of that Liberty ship to 
Australia and it would take them 30 days to move it, 
flying every day, and it would take three tankers to 
take the gasoline to Australia for the airplanes to burn 
coming back. 

Q Why then were the airplane manufacturers so 
eager to publicize the Berlin “‘air lift’? 
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A Well, I think the Berlin air lift attracted great 
attention and aroused many people to a point where 
they were critical of the air lines for not going into 
something like that. The point is this—the Berlin air 
lift was a necessity—it was a great feat. But in the 
final analysis, as someone told me, it cost the Ameri- 
can taxpayer about 23 million dollars a month. 

Q Couldn’t you move an army over, say, a few 
hundred miles? 

A I am informed that General Wedemeyer moved 
an entire army into China by air. You can carry any- 
thing on airplanes, with enough planes, if cost isn’t 
a factor. 

Q How much freight is being carried by air? 

A Very little, relatively. 

Q Will there be much in the future? 

A No. 

Q How about express? 

A Express, yes. I’d like to give you a little example 
on that because it’s so obvious. We have to remember 
that an airplane has to lift its own weight plus what’s 
left for it to carry. No one has been able to design an 
airplane yet where the ratio of its own weight to its 
over-all weight, that is the pay load, is more than 
about 30 per cent of its over-all weight. 

Now let me give you an example. A Diesel engine 


(Continued on page 34) 



























of about 5,000 horsepower would cost $500,000. It will 
pull 124 fully loaded freight cars from 60,000 to 100,000 
pounds’ capacity per car. The DC-6 has 8,000 horse- 
power. It costs $874,000 and it will only lift 30 per cent 
of its over-all weight, or about 15,000 pounds, or less 
than one freight car. 

Another way to put it—the next time you are at a 
railroad crossing and a freight train is going by, look 
at the numbers on them—60,000 pounds capacity, 
100,000 pounds capacity, and so on, and visualize that 
for every one of those cars we would have to have 
four engines, we’d have to have a crew of three and 
5,000 gallons, or 30,000 pounds, of gasoline. 


Why Air Freight Is Unprofitable 

Q So your principal basis for competition with rail- 
roads is on passenger traffic? 

A Yes, passenger traffic, and a small field of emer- 
gency shipments. We, in United Air, had about 3 mil- 
lion dollars’ worth of freight business last year, and, 
based on straight out-of-pocket costs, we picked up 
about $200,000 in cash on the transaction. But, on a 
strict accounting basis, cost allocation, we lost 2 mil- 
lion dollars. 

Q Then freight business is not profitable? 

A No—and so many people have the impression 
that this is transportation and history will repeat. The 
railroads make their money in freight; passengers are 
a side line. It’s just the reverse for us. You can load 
a freight car to hundreds of times its own weight; you 
can only load an airplane to 30 per cent of its over-all 
weight. 

Q So that the trucks and the railroads will have to 
carry the freight? 

A Yes, they will carry the bulk and the mass and 
we will carry the specialty articles, the very valuable 
articles. 

Q And the railroads will carry the short-haul pas- 
sengers? 

A Yes. 

Q What proportion of your travel is so-called tour- 
ist or pleasure travel or family errands, and what pro- 
portion is business travel? 

A I would say that 90 per cent of our business from 
October to the first of June is business travel. Then 
from the first of June to right after Labor Day there 
is about 43 per cent that is personal travel, whether it 
be strictly a vacation or a personal trip. 

Q What ts your feeling about safety in airplanes? 
What progress are we making there? 

A We are making tremendous progress in safety 
and the record speaks for itself—you can just look at 
it from year to year. Last year it was very close to 
being a perfect record per passenger mile. 

Q What effects do accidents have on travel? 

A An accident will cost an air line about a 20 per 
cent fall-off. 

Q For how long a period? 

A It’s a very interesting pattern—it’s about 28 days, 
to the hour. 

Q You mean for the air line involved? 








what air line has the accident. 

Q What's going to happen to air-line fares? 

A Air-line fares must come down like any other 
prices must come down. I think the air-line industry 
has done a remarkable job. We, like everyone else 
have had doubling and tripling costs. In 1948 we wer. 


A No, for the whole industry. It makes no differeng : 








receiving $1.45 a ton-mile for carrying mail. Today w 
receive 63 cents for a ton-mile. Our passenger fares 
were around 7 cents—today they are around 6 cents 
I think we would have done well even to hold our own, 
let alone to show a decrease. You will find that ai 
transportation is one of the few public services today 
other than possibly the public utilities, that are doing 
a good job. 

Q Have you made any forecast of your own plan. 
ning of what you expect to do 10 years from now? 

A Ten years is pretty long, but we do it just for the 
fun of it. In 10 years we estimate we will double the 
number of passengers. I could visualize with the jet 
airplane that there might not be any planes flying 
after midnight. You have such terrific speed that there 
would be no need for night flying. 

Q How about the new planes—how much more or 
less safety can be relied on? 

A I wouldn’t hazard a guess on how much more te. 
liable they would be—it’s hard to tell. The DC-6 and 








the Constellation have contributed to safety far be. 
yond our expectations. 

Q Do you think jets will be inherently safer than 
gasoline engines? 

A For speed and getting around—yes. There is one 
thing that must be considered in jets, and that is 
traffic delays at an airport. You cannot throttle a jet 
down and soar in the vicinity of an airport. You can't 
slow it down, and I for one would not want to be over 
an airport with four or five planes going 400 or 500 
miles an hour waiting to land. 


Turboprop Before Jets 

Q Are airplane speeds to rise? 

A Yes, I think they are going to rise. Of course, | 
think the next move would be from 300 to 375. This 
is a guess on my part—I may be entirely wrong. | 
think the next move before we get a new airplane will 
be the installation of turboprop engines in the DC-6 
That will extend the life of the DC-6 and I think it 
is the logical step to make. If you make a move from 
300 to 500 miles an hour in a single step you become 
a dangerous form of transportation. That much speed 
cannot be absorbed at once by your people—the peo- 
ple who fly them and the people who work on them 
Their minds and their judgments are geared to cet- 
tain speeds, and added speed requires adjustment in 
mental processes. 

Q How fast 
country? 

A That will take you across the country in about 
seven hours. 

Q It would mean from New York to Chicago in 
about two hours? 


would that take you across the 
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A Yes, about that. 

Q What do you visualize as the largest airplane 
likely to be practical so far as passenger carrying is 
concerned? 

A I would say between 50 and 70 passengers, be- 
cause there must be frequency of service. 

Q How much progress is being made in eliminating 
the uncertainty of flights due to bad weather? 

A Of course, next to safety, reliability and depend- 
ability are the next most important requisites of our 
service. 

Last year 96 per cent of our schedules arrived 
within 15 minutes of the timetable. In the wintertime, 
we failed to perform only about 4 per cent of our over- 
all mileage. 


Air Lines Gaining Stability 

Q How are the air lines doing in 1950 compared to 
what they were doing in other postwar years? 

A In 1950 there is a certain stability taking place 
afer the immediate postwar period, when the growth 
was entirely too rapid, when the employes were new 
and untrained. I would say that the year 1949 brought 
about better business judgment and increased effi- 
ciency. 

Q What is your major problem? 

A To attract more business and operate on a busi- 
ness-like basis, and be less dependent on Government. 
I, for one, want to see us do our best to minimize our 
dependence on Government. 

Q About how much is the industry dependent on 
Government now? 

A It all depends on what type of line you are talk- 
ing about. Let’s take the Big Four—Eastern, United, 
TWA and American Airlines. Today about 80 per 
cent of their revenue is from sources outside the Gov- 
ernment. That has completely reversed in 20 years 
from 80 per cent Government and 20 per cent public. 

Q The record of the smaller lines isn’t quite as 
g00d, is it? 

A The small feeder line is, in my opinion, a false 
idea of the application of the airplane. The airplane 
isa great advancement in transportation but it has its 
limitations and, in my opinion, unless you have some 
geographical barrier, or are operating in an undevel- 
oped country, the airplane has no place for distances 
of 200 miles or less. We have introduced in this coun- 
try what we call “feeder lines’’ serving cities 50 and 75 
miles apart. The airplane is slower, more expensive, 


/ and serves no real useful purpose, when such short 


distances are involved. 

Q Will the helicopter some day take that kind of 
transportation? 

A I question it because where the feeder lines serve 
there is no population and unless you have popula- 
tion you are not going to have travelers. 

Q What is your long-range prospect of getting your 
costs down low enough to get into that market eco- 
nomically? 

A Today we are in an era of very highly compli- 
cated aircraft and with the jet and the turboprop on 





the horizon I can see in the future an era of relative 
simplicity of aircraft. 

Q Will the plane be cheaper then? 

A The purchase price will be greater than present 
planes because in new design the aircraft manufactur- 
ers always write off the development cost on the first 
200 aircraft. 

Q Where are you going to buy your new jet 
planes? 

A I don’t think we in the domestic air-line busi- 
ness, where we are really sort of an arm of the Gov- 
ernment—(though we are a private enterprise we are 
a facility of the Government, dependent a great deal 
upon public and political support) I don’t think we 
could ever buy foreign engines or foreign aircraft. 
Some people are talking about it. If the Douglas 
company or Pratt-Whitney, who are very good friends 
of mine, saw us buying a British plane or a British 
engine they would naturally express some opposition 
and there would be terrific public and political sup- 
port of their position. 

Q How soon would you say the United States man- 
ufacturers will have the turboprop engine? 

A I would say the Allison company probably will 
have acceptable turboprop engines within three years. 
I quote them when I say that. And 4 straight jet plane 
—if we gave an order this afternoon to a manufactur- 
er, it would be five years before he could deliver the 
first one—the prototype. Airplane design and devel- 
opment is something that doesn’t happen in a hurry. 


Reason for British Lead 

Q The British air lines have jets, haven't they? 

A Yes. 

Q Why haven't we got them? 

A Because commercial air transportation in this 
country can only get development through the mili- 
tary. We can’t afford, as an industry, first, money- 
wise, to develop a jet engine or an airplane. Second. 
the nature of our business, which is carrying the pub- 
lic, prevents our experimenting with new things. So 
it has to come through military channels, where you 
observe the development and the progress and the 
stability of the equipment, and you can judge when it 
is going to become practical commercially. 

In our country we have been putting all our effort 
into military aircraft, powered with jet engines, 
whereas the British have put some effort into turbo- 
props. We have only one turboprop in this country 
and that’s the Allison, and the Navy is the only 
branch of the service demonstrating any interest in it. 
So the progress is going to be slow. 

I just sent a team of four men of our organization 
to tour Europe and particularly England, and their 
conclusion is that the British do not have to apologize 
to any manufacturer in this country for their engi- 
neering and design ingenuity as they have applied it to 
the jet and the turboprop. But we stop there. When 
they start to build them in production, we say that 
the British are many, many years behind us in pro- 
duction methods. 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 





Special Report 


‘LIFT’ FOR INDUSTRIAL REGIONS 


Arms Cash to Follow World War Il Pattern 


Arms contracts are to change 
the business map of the U.S. a 
bit. Big industrial areas will no- 
tice it first. 

Plane makers can expect a 
larger slice of defense dollars, 
proportionately, than in World 
War Il. Shipyards get far less. 

Survey shows the who, where, 
when of new armament business. 


Billions of dollars more for arma- 
ment are beginning now to trickle 
out to industry in many parts of the 
country. The trickle is scheduled to 
rise to a large and steady flow as the 
next year Wears on. 

Armament dollars are not to spread 
evenly to every nook and cranny of the 
country. The flow, with some important 
exceptions, will follow the lines of the 
World War II period. In this rearmament 
period, as in the last, war contracts must 
go where plants are located. But there 
will be far fewer orders this time for the 
nation’s shipyards. There will be consid- 
erably more, proportionately, for air- 
craft producers. 

Industrial areas of New England, 
those around New York City, the Great 
Lakes region and Ohio Valley, the Texas 
Gulf region and California's mushroom- 
ing factory regions will get the bulk of 
the armament dollars. In those areas, 
manufacturing industries are to pick up 
momentum. Jobs are to become abun- 
dant, labor scarce. Trade is to reflect the 
increased spending. Government dollars 
are to have a general leavening effect. 
It is an effect that is to be piled on top 
of a boom which already is at record 
levels. 

The faster How of dollars and of ma- 
terials is to be accompanied, too, by a 
flow of people. Workers, with their 
families, are to move to the war-industry 
centers shown in the map and chart. 
Concerns now negotiating war contracts 
already are busily recruiting labor, par- 
ticularly in iabor-surplus cities and in 
the farm country of the Great Plains 
and the South. Migration patterns of 
the last war, thus, are likely to be re- 
peated. California’s population growth 
already has been accelerated again. 
And the tightening of labor supplies in 
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Chicago and Detroit means a new influx 
to those cities. 

In this new arms program, the farm- 
to-city migration is to get a fresh start. 
\gricultural areas will receive more dol- 
lars for their products, but will lose out 
in another population shift. 

Armament dollars, in an average year 
of the future, will run around 30 billion 
dollars on the basis of present plans. For 
the vear that ends June 30, 1951, some 
32 billion already is appropriated. Of 
that, nearly 21 billion will go for actual 
military supplies. Peace, if the military 
has its way, will not bring much change 
in the character or tempo of military 
spending. 

Industries that will get the big shares 
of the defense dollars are preparing to 
step up their operations. 

Aircraft manufacturers, this time, are 
to get about 37 per cent of the available 
dollars. This means new contracts total- 
ing 7.7 billions in the year that ends next 
June. In World War II, manufacturers 
of aircraft and parts got 30 per cent of 
the dollars. 

Sprawling Los Angeles, with more 
than a third of the entire aircraft indus- 
try, is in line for a whopping share of 
the new defense dollars. San Diego, too, 
will get a major slice, along with the 
Seattle-Tacoma area further north. Plane 
orders alone are to provide new spurts 
for industry, trade and population growth 
along the Pacific Coast. 

Aircraft producers in Detroit, Buffalo, 
Chicago, Hartford, and the vast mass of 
factories in New York City and north- 
eastern New Jersey also are to get hun- 
dreds of millions of dollars’ worth of war 
contracts. Smaller but still sizable sums 
will be channeled into Kansas City, Wich- 
ita, Baltimore, and the Dallas-Fort Worth 
area. 

Ordnance manufacturers, as a group, 
are to get about 5.3 billion dollars in con- 
tracts from arms funds appropriated for 
this fiscal year. That’s a 32 per cent share 
of the total, compared with the 30 per 
cent that ordnance firms got in World 
War II. These dollars will go to tank mak- 
ers in Detroit and Chicago, and to pro- 
ducers of gun mounts, armored cars and 
ammunition. In Cleveland, Philadelphia 

and St. Louis, ordnance plants are ready 
to move into high gear. 

A quicker pace and a far bigger share 
of dollars are scheduled for scores of 
manufacturers of radios, electronic tubes 


» and other communications equipment for 
the military. Biggest sums will go to the 


New York City and northeastern New 


| Jersey area, where producers account for 


a fifth of the entire industry. But Chicago 
and Baltimore, as well as many other 
cities, will get a share. Jobs for electri- 
cal and electronics workers—particularly 
skilled workers—in these areas soon will 


) be more abundant than applicants. 


The shipyards that line the nation’s 
coasts, meanwhile, are to get a far 
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smaller slice of the arms pie than they 
got during World War II, if present 
plans hold firm. Demand for a great new 
fleet of ships to carry men and materials 
around the world gave the yards 15 per 
cent of the contract dollars then. This 
time, their share—based on present appro- 
priations—amounts to 5 per cent of the 
total, or about 1.1 billions in a year. 

Schedules for building, repairing and 
converting ships, though, can change 
rapidly. Already, Government officials are 
talking about plans for a brand-new fleet 
of fast merchant ships. If these plans go 
through, there will be a flood of orders 
for the shipyards in the San Francisco 
Bay area and the yards at Seattle, Los 
Angeles, New York and other coastal 
cities. 

That’s the picture of planned war 
spending and the distribution of defense 
dollars for the major items of war. But 
other industries and areas also are to get 
a big slice of defense money. It takes 
more than weapons to fight a war. 

Other shares of defense spending 
are to go to industries that produce food 
and clothing for soldiers and sailors and 
airmen. They include, too, the hundreds 
of firms that turn out military boots, 
blankets, tents, uniforms and thousands 
of other products that go to clothe, equip 
and fuel an expanding military force. Sup- 
pliers of these war materials, in World 
War II, accounted for nearly a fourth of 
all supply-contract dollars. That would 
mean 5 billions or more a year this time. 

Shoe manufacturers in St. Lous, 
Boston and Worcester, and in New York, 
Chicago and other cities are looking for 
new military contracts. In Pittsburgh and 
Kansas City, and in Akron, Cincinnati 
and Milwaukee, industry is preparing 
for negotiation of contracts that will 
mean more dollars, more jobs and more 
business for retail stores. 

Nonmanufacturing firms, too. will 
gain greatly from new armament spend- 
ing. Millions will go to the nation’s rail- 
roads, air lines and bus companies for 
military travel. Contract builders, not 
looking for as big a share as they got 
last time, still are to get many millions 
of dollars for readying old camps and 
depots, and for building some new ones. 

Behind the producers of military 
equipment—and in line for dollars—are 
industries that produce the materials and 
parts that go into finished products for 
the military. Mine operators, lumbering 
firms and processors of metals, petroleum 
products, chemicals, textiles and other 
commodities are to get their shares. 

Result is to be new growth and new 
prosperity—piled on top of current growth 
and boom—for dozens of industrial cen- 
ters. Industry expansion and population 
shifts are to get under way again on much 
the same pattern as in World War II. 
Map of U.S., in short, is due to be re- 
drawn again as industry begins to reap 
its new harvest of defense dollars. 














When You Think of 
PITTSBURGH'S 
Highway 
Development 





In the Pittsburgh district, con- 
struction is well under way on 
the 50-million dollar Penn-Lincoln 
Parkway to link the Golden Tri- 
angle with U. S. Routes 22 and 
30 and the famed Pennsylvania 
Turnpike. This is the first of 
21 integrated highway projects 
which will speed trafhe into and 
through Pittsburgh. 

These broad, multiple trafhe lanes 
will augment Pittsburgh’s excel- 
lent air, rail, and water trans- 
portation facilities. But more eth- 
cient transportation is just one of 
many good reasons why Pitts- 
burgh may well be your “land of 
opportunity.” To secure more in- 
formation—to get the complete 
picture of Pittsburgh’s bright 
business outlook, write today to 
The Pittsburgh Industrial De- 
velopment Council, Pittsburgh 
19, Pennsylvania. 

And for your Pittsburgh bank- 
ing needs, call on Peoples First 
National. With 18 completely 
staffed offices and an intimate 
knowledge of local conditions, we 
are in excellent position to serve 
you. Your inquiries will be wel- 
comed. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
Member F.D.I.C 
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WHEN ARMY RUNS RAILROADS— 


Trains Operate as Usual, Pay Rise Is Blocked 


What happens when Govern- 
ment takes over the railroads: 

Workers call off a strike, pass 
up a pay raise. Then they sit 
back and wait for a bigger raise 
they hope will come later. 

Profits still go to private 
owners. Rail stocks go up. Seven 
rail presidents don uniforms and 
carry on as usual. 

Settlement, when it comes, 
must be made by roads and 
unions. 

A strange experience is being en- 
joyed right now by the U. S. railroads 
and their 1.3 million employes. 

For more than five weeks, the Gov- 
ernment supposedly has been running 
the railroads. In this time, workers who 
brought about seizure have continued 
without the pay raise they might have 
had under private operation. A_threat- 
ened strike was called off. All is quiet. 

Profits of the railroads are up. In- 
vestors are paying higher prices for 
stocks in the companies that the Gov- 
ernment runs. 

Some railroad officials are in Army 
uniforms. For other officials, tor workers, 





PENNSYLVANIA‘S McINTYRE 
When the Army takes over... 
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-Chicago Photographers 
ROCK ISLAND‘S FARRINGTON 


... president in uniform 


stockholders and customers of the roads, 
life goes on as usual. 

The Army, technically in charge of 
the railroads by White House order, gets 
daily reports from the 195 operating 
companies, but actually does little, if any, 
bossing. About 45 Army officers staff the 
Washington and regional offices set up to 
run the roads. Half of them are Reserve 
officers called to active duty. 

The same managements continue in 
actual operation of the roads. No profits 
go to the Government. The Army’s extra 
costs, chiefly salaries, are small and can 
be charged up to experience that might 
prove helpful if a national disaster ever 
requires a quick take-over of the rail sys- 
tem. Stockholders are getting their divi- 
dend checks on time. No new accounting 
machinery is required. 

What is really going on is that the rail- 
roads are running themselves as always. 
The Army, busy elsewhere, has merely 
a remote realization that a small segment 
of its staff has been handed a new job 
to do. A few reports work their way up 
through channels to the top brass. As 
long as the reports show operations are 
normal, top brass lets well enough alone. 

It was union strategy to force the Gov- 
ernment to seize the railroads to avert a 
nation-wide strike. But union leaders now 
are content to let things drift. They are 
avoiding the necessity for a final show- 
down with the rail managements at a 


time when the Brotherhood of Railroad 
Trainmen, one of two unions involved, j 
holding a six weeks’ convention at Mian 
Beach, Fla., and when both groups ar 
turning attention to the congressiona 
elections. The other union is the Orde; 
of Railway Conductors. 

Members of the two unions, up t 
now, have been willing to go along with 
out the wage increase they could hay 
had from private owners. Members of « 
rival union, the AFL Switchmen, wer 
raised 23 cents an hour on October | 
and the Trainmen and Conductors were 
offered similar terms. Workers in other 
industries are getting pay increases. 

The Army is keeping out of the wage 
dispute, and is relying on the roads and 
the unions to come to terms. 

Although it is business as usual a § 
present, the situation may be building 
up to trouble later. The union leader 
who asked for seizure eventually must 
wind up the dispute. Workers may not 
be willing to wait much longer in the 
face of rising prices. Railroad costs are 
going up, and the defense program is 
putting a heavy load on rail equipment 

For the present, few changes have beet 
made in operating procedures. Posters in 
railroad stations announced that the Am 
was taking over, but few passengers no- 
ticed these. No troops ride the locomo- 
tives or patrol the tracks. 

Seven railroad presidents, named « 











Spokapress 
N. Y. CENTRAL’S METZMAN ; 
. it's business as usual ; 
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THERE IS ONLY ONE 





Phroughout the world there are many famous hotels, but none 


enjoys a more impressive background nor a more loyal 

clientele than the distinguished Waldorf-Astoria on New York’s 

fashionable Park Avenue. Its unrivalled reputation has been achieved through 
a renowned cuisine, superb service and friendly hospitality. Since 1893 the 


Waldorf-Astoria has played host to the “Who’s Who” of the World. 


THE WALDORF-ASTORIA 
Abin 4 vith 


CONRAD N. HILTON, PRESIDENT 















Look." 
no walls! 


in Texas’ 
“Coastal Corridor” 


The friendly climate (about 70 
annual mean temperature) of 
Texas’ “Coastal Corridor’ permits 
much industrial construction with 
no shelter other than The 
saving in Construction costs to ex- 
panding and decentralizing indus- 
tries is considerable. 

But the climate is not the only 
hospitable feature of the corridor. 
It also offers you the raw resources, 
the transportation facilities, the 
man power, the fuel — natural gas! 
— that you require for a profitable 
operation. It is rich, this corridor, 
and it is ripe now for industrial 
development; the company which 
builds in the corridor this year or 


a roof. 


next will have a pioneer’s ad- 
vantage. 
Write for detailed information, 


or come down and let us show you 
around. Address: Research Depart- 
ment, Houston Pipe Line Company, 
Houston, Texas. 





Your advantages in Texas’ Coastal 
Corridor: natural for fuel; a 
variety of natural resources; inter- 
mediate chemicals from Houston 
and Corpus Christi; a fine climate; 


gas 


deepwater and intracoastal ship- 
ping, railways, highways; native 
born workers; markets; and the 


best industrial neighbors you could 
ask for. 


HOUSTON 
PIPE LINE CO. 
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regional directors of operations, put on 
colonels’ uniforms and turned their pri- 
vate offices into regional “command 
posts.” All except one were Reserve colo- 
nels who were called to active duty. Each 
regional colonel has a staff of four offi- 
cers: an assistant director, an executive, a 
judge-advocate representative and a 
press-relations officer. Three areas have 
subregional offices with smaller staffs. 

The _ presidents-turned-colonels are 
Gustav Metzman, of the New York Cen- 
tral; John D. Farrington, of the Rock 
Island; Roy B. White, of the Baltimore 
& Ohio; Ernest E. Norris, of the Southern; 
Robert H. Smith, of the Norfolk & West- 
ern; Charles E. Denney, of the Northern 
Pacific, and Clark Hungerford, of the St. 
Louis-San Francisco Railway. 

Another railroad official, Brig. Gen. 
Andrew F. McIntyre of the Engineer 
Reserve, was called to active duty from 
his job as chief of transportation for the 
Pennsylvania Railroad. He heads up the 
extra staff assigned to operate the rail- 
roads, under Maj. Gen. Frank A. Heile- 
man, Army chief of transportation. 

About 45 Army officers are assigned to 
the rail operation in Washington and 
regional offices. Approximately half of 
these officers are Reservists brought in for 
the job, while the others were transferred 
from other duties. 

All of the Reservists, including the rail- 
road presidents, receive regular Army pay 
while on duty. Pay for a colonel, the 
rank of the company presidents, is $570 
a month plus an allowance for quarters 
of $120 monthly for those with depend- 
ents and $105 for those without. The law, 
however, permits the railroads to pay the 
presidents their regular salaries, if they 
desire. 

Red tape is being kept to a minimum. 
Each railroad makes a daily report to a 
regional Army office. Usually, the presi- 
dent, or acting president, of the line tele- 
phones this report to his fellow rail 
president, now the colonel in charge. He 
reports on whether passenger and freight 
service is normal, whether man-power 
needs are being met. The colonel then 
sends along a summary to Washington. 

Solution of the dispute is not yet in 
sight. Union leaders will try to force the 
railroads to give the full 3l-cent raise 
originally demanded, along with a cut 
in working hours from 48 to 40 a week. 
This is the demand for yard-service 
workers, with varying raises asked for 
road-service employes. The unions also 
demand that the raise be retroactive to 
October 1, when the rival union’s mem- 
bers started to collect their increase. 

Railroads object to making any raise 
retroactive. They point out that previous 
settlements taking place during Govern- 
ment seizures were not made retroactive. 
The Army is keeping out of this argu- 
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DIVIDEND NOTICE » ment, 
Common Stock Dividend No. 139 B until | 
© lite on 
The Board of Directors on Sept er : life 
20, declared a cash dividend { Pas usu 
tk of the year of 5 
per share n the Company's ( a 
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= but it is supposed to run the roads 
until the dispute is settled. Meanwhile, 





- F jife on the railroads goes on pretty much 
Bas usual. 

- [Will New Counsel 

_ [End NLRB Feud? 


Unions are expecting to benefit from 
B the shake-up in the General Counsel's 

S ofice of NLRB. The employer point of 
view, often upheld by retiring Counsel 
Robert N. Denham, is likely to get less 
F consideration from now on in enforce- 

ment of the Taft-Hartley Act. 

George J. Bott, the new General Coun- 
sel, reportedly does not share Denham’s 
enthusiasm for the Act. He served as 
© Associate General Counsel under Den- 
~ham and was a Denham appointee, but 
bhe is expected to put an end quickly to 
Ithe feud between the General Counsel’s 
F office and the Board that led to Denham’s 
‘dismissal by President Truman. 

Bott is a career man with 13 years of 
"NLRB service. He joined the Board’s 
legal staff in 1937 and was indoctrinated 

fin the prolabor philosophy of the Wag- 
ener Act. He had served in various offices 
fof the Board before joining Denham’s 
P staff. His jobs have kept him out of the 
ispotlight, and he has no record of opin- 
ions or public utterances that reveal his 
attitude toward the duties of a General 
Counsel. Yet those who know him pre- 
dict that he will work in harmony with 
ithe Board, which sometimes is accused 
by emplovers of being prolabor. 

Bott’s views are important to employers 
because he is a sort of “prosecutor” for 
the Board. He has the power to deter- 
mine whether complaints against em- 
ployers and unions are put before the 
Board for decision. He also is required 
to represent the Board as counsel in 
cases that reach the courts. Denham 
ssometimes had trouble in court in recon- 
pciling his views with those of the Board 
he was representing. His disagreements 
with the Board finally prompted Presi- 
dent Truman to ask for his resignation. 
As Associate General Counsel, Bott 
g Was in charge of field operations of 
)NLRB. His duties did not include deci- 
sions on issuing complaints against em- 
plover or unions. Those decisions were 
Smade by Denham and others of his staff. 
Bott’s appointment, effective immedi- 
pately, is subject to confirmation by the 
BSenate after Congress returns Nov. 27. 
Supporters of the Taft-Hartley Act, who 
s€xpected the job would be given a man 
swith strong labor sympathies, will have 
two months to pry into Bott's record. If 
Bthey find what they expect, a fight over 
meee ONfirmation can be expected. 


EPORE OCTOBER 6, 



































1950 









































‘Tdont want | 
our people hurt!” 


Performance in action—by Employers Mutuals 
—heads off accidents before they happen 


Making everyone's job safer by elimi- 
nating accident hazards in the policy- 
holder’s place of business is the Employers 
Mutuals safety engineer's ‘ Number One” 
job. He is company-trained to recognize 
danger points and perilous operating 
procedures... and to deal 
with them promptly. 

Accident prevention is 
only one phase of the su- 
perior ‘Performance in 
Action’’ rendered by Em- 
ployers Mutuals’ teams of 
specialists to policyholders 
and their employees. In 
matters of industrial hygiene education, 
andling claims 
with fairness and speed ... and in other 
ways, Employers Mutuals’ teamwork 
wins top rating all along the line, from 


job safety training...inh 


top executive to youngest employee. 


is no extra cost! In fact, 
Performance in 


The cost? There 
Employers Mutuals 


The Employers Mutuals Team 





Action” has helped thousands of our 
employers to effect substantial premium 
savings through better safety records— 
savings in addition to dividends regularly 
returned to them as owner-policyholders 
of these solid, seasoned companies. 


Employers Mutuals write: 
Workmen's Compensation— 


Public Liability—Automo 
bile—Group Health and Ai 
cident — Burelary — Plat 


Glass— Fidelity Bonds and 
other casualty insurance. Frre 
—Extended Coverage—Inland Marine- 


}] rz os ” 
and allied lines are none 


EMPLOYERS MUTUAL LIABILITY 
INSURANCE COMPANY OF WISCONSIN 
EMPLOYERS MUTUAL FIRE INSURANCE CO 


Home Office: Wausau, Wis. » Offices in principal cities 
Consult your telephone directory 


mg LMPLOYERS MUTUALS 


FMPLOVERS 


ENUTUALS 
or WAUSAU 





of WAUSAU 
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Writes With Real 


PRINTER'S 
TYPE 


changeable 


In All Sizes From 6 Pt. to 12 Pt. 


Vari-Typer 


Writes like this 


SAVE MONEY ON TYPE-SETTING 
Now you can prepare your own originals for 
printing by photo-offset or any other eco- 
nomical reproduction method. The result is 
pleasing legible type-matter with even mar- 
gins and correct spacings a type com- 
position job any print shop would be proud 
of. Your typist does it...and your savings 
multiply with each job...from an office 
form to a catalog... for any duplicating or 
printing process... photo-offset...direct- 
to-plate...stencil...etc. 
ALL MODERN TYPE STYLES 


The professional appearance of Vari« 
Typing is the result of a wide choice 
of styles...Bodoni, Garamond, etc., 
with matching italics and in all sizes. 


Foreign language types available too. 


gee eee eee ee ee ee ee om 


RALPH C. COXHEAD CORP. 


720 Frelinghuysen Avenue 
Newark 5, N. J. 
Please send me Vari-Typer Booklet +79 
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We’ve Been Asked: 





ABOUT EMPLOYES’ STOCK GAIN 


Is it true that tax rules are changed 
to give a break to those offered 
stock at less than market price? 

Yes, it is. Congress now has changed the 
law so that a corporation can offer its 
stock below market price to an executive 
or an employe, and the executive or em- 
plove can take that stock without having 
gain from its sale taxed as ordinary in- 
come. 


What is the idea of that? 

The idea is to broaden the opportunity 
for companies to give some extra reward 
to their people in these times of higher 
taxes. What has been done is to change, 
in many cases, the method of taxing the 
gain that an employe gets from buying a 
company’s stock at bargain prices. 


Is this important? 

It can be in some cases. Many companies 
have wanted to reward executives and 
others by giving them options to buy 
company stock at less than quoted prices. 
But, when they tried this, those getting 
the option to buy often faced a barrier. 
For the Government taxed their gain as 
extra pay, applying the full rate for 
ordinary income. That might mean a tax 
rate, in some cases, of 30 dr 40 or 50 
per cent or even higher. And the tax had 
to be paid when the stock was bought, 
not when it was sold. That sometimes 
meant that an executive had to sell part 
of his bargain stock to raise the money 
to pay the tax at that time. 


How is that changed now? 

Profit from such stock bought under op- 
tion now will be taxed as a capital gain, 
and not as ordinary income, if certain 
conditions are met. That means that the 
highest effective rate of tax will be 25 
per cent, rather than the higher rate 
often applying for regular income. 


How much of a discount is permitted? 
The discount on the stock 
offered under an option can run up 
to 15 per cent of the market value to 
take advantage of the new taxing rule. 
That is, the discount price can be 85 
per cent of the market value. Where 
the option price is 95 per cent of the 
market value, the tax advantage can be 
even greater. 


price of 


How would that work in a specific 
case? 

If, for example, an executive is given a 

chance to buy stock at 95 per cent of 

the quoted price, then all profit from his 

sale of the stock can be taxed as a capi- 

tal gain, provided the required conditions 





New Tax Basis 


@ Tax saving can be had by many 
offered stock below market price, 


@ New tax rules will apply on com. 
pany offers of bargain stock to 
employes, executives. 


@ Profits from rise in prices to be 
treated as capital gain. 





@ Old tax rule will: still apply in 
many cases. 
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are met. Suppose that an executive js 
offered an opportunity to buy 100 share 
of stock at $95 a share when it is being 
sold on the market for $100 a share 
Later he sells the 100 shares at $150 
for a total price of $15,000. His entire 
profit of $5,500 is taxed as a capital gai 
with a maximum rate of 25 per cent. I 
taxed as ordinary income, as in the pas 
that tax often would have been mue 
larger. 


Suppose, again, that the buying price 
under the option in the above case, had 
been $85 a share, instead of $95. Then 
under a different rule, the first $1,500 0 
profit would be taxed as ordinary income 
The remaining $5,000 would be treated 
as a capital gain. 


How long must a stock be held before 
selling? 
To take advantage of the new tax rk 
a stock must be held at least six months 
after it is purchased. Furthermore, if thi 
new rule is to apply, a stock cannot bi 
sold until two years after the offer of the 
option to buy at a below-market price. 


What if a stock is offered at less thon 
85 per cent of market value? 
Then the new tax rule would not appli 
The tax would be handled as_ befor 
That is, the difference between the pric 
at which it is offered and the marke 
value when the stock is bought would b 
treated as ordinary income. And the ta 
would be collected in the year the stoc 

was bought. 


What of existing stock options? Doe! 
the new rule apply to them? 
The rule can apply to all options tha 
were granted, extended or renewed afte! 
Feb. 26, 1945, and that were exercise 
after Dec. 31, 1949. In all other cases 
the old rule is still in effect, with th 
gain being taxed as ordinary income @ 

the time the stock is bought. 
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Trend of American Business 












24th and N Streets, N.W. 
Washington, D. C. 










Good news from Korea gives some signs of an end to panic commodity buying. 
Forward buying of goods has been curtailed by a number of merchants. 
Retailers who used to stock three months ahead have been ordering for six 


many 
price, 

















hye months ahead. Now they are reported to be returning to their former practice. 
ck to : ; 
More caution in ordering is removing some of the upward pressure on prices 
ob cf commodities that jumped most after North Koreans launched their offensive. 
e 





Weakening prices, however, do not mean that the U.S. boom is due for any 
setback. Demand continues strong for all kinds of materials. Production shows 
no sign of decline. But there is less tendency to buy goods at any price. 















To give some examples of what has happened to recently soaring prices: 
Lumber prices have had their first setback this year. Southern pine is off 
$1 to $5 a thousand board feet. West Coast builders expect further drops. 
Cotton textiles are encountering their first price resistance since the 
Korean outbreak. Secondary offerings often are 2 cents below mill prices. 
Wool prices also have broken, after advancing to an all-time high peak. 
Rubber prices are below recent peaks. U.S. use of synthetic rubber 
is expected to have an influence on the world price of natural rubber‘ 
Hides are another item that has taken a decline in price. 
Cocoa prices show weakness, but coffee prices are holding their own. 
Sugar prices have broken sharply anc there's talk of a surplus next year. 
These price drops, however, don't indicate any definite downturn in the 
general price level. It's simply that scme of these basic commodities advanced 
too far, too fast. They jumped almost 25 per cent in a few weeks. Now an 
adjustment is taking place. Prices still are above pre-Korean levels. 
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Living costs, in fact, are likely to continue to rise. Retail prices do 
not yet reflect recent rises in basic-material costs. When they do, prices will 
be higher. Meat prices may drop in the period just ahead, as supplies increase 
seasonally, but, with incomes staying up, high meat prices are indicated. 
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Don't look for any early drastic Government action on controls. 
Installment-credit control is likely to be tightened a bit before long. 
Present installment terms are not likely to have much effect on sales. 
Real estate credit control is due shortly, but may not be severe. 
Banks will be under pressure, already starting, to tighten loan policies. 
Inventory control is applied to 32 materials, but it is not very tight. 
Military priorities are to be issued, but won't be disturbing at first. 
Rent control is due to tighten next year. That is just about promised. 
Gasoline for motor cars will have a lower octane count but won't be short. 
Electric power may get short in some areas, particularly in the Northwest, 
but the industry probably is to be allowed to meet this problem when it arises. 
Limitation orders on civilian production won't come for some time and then 
will be mild, even though Commerce Secretary Sawyer said they may be forced. 
Wage-price controls are a long way from being applied by the Government. 
Fact is that the Government is moving cautiously on the control front and 
is in little haste. Also, the controllers don't yet have any clear idea of what 
military demand is to be. Until that is known, controls can't even be planned 
very definitely, let alone applied. Korean war's end may slow planning. 
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TREND OF AMERICAN BUSINESS~--(Continued) 


To give you an idea of how far away the Government is from tight controls: 
War Production Board employed 20,000 people during the period of World War 
Allocations alone required a staff of 10,000 to administer. 

National Production Authority has a staff of 250, no plan to expand much. 
NPA thus is in no position to operate any big control network. Chances are 
simple priorities will be tried first. They don't take much policing. 








Wage pattern may call for even larger raises than once were indicated. 

Aluminum settlement of a 10 per cent wage increase comes to about 15 cents 
an hour on the average. That's higher than the auto settlements of 10 cents. 

Steel wage increase of at least 15 cents an hour is to be demanded. That 
is almost a certainty, since aluminum workers are represented by the same union. 

Steel bargaining over wages probably will begin this month. One major 
producer is ready to bargain ahead of the contract reopening date. That is 
likely to influence other steel companies to open talks before November l. 

Hosiery workers just got a 25-cent hourly wage raise in an arbitration pro- 
ceeding. That may set a trend in the textile industry. Textile workers skipped 
a wage increase in their last contracts, are now out to recover. 

Living-cost adjustments probably will bring further wage increases before 
year's end. A good many companies now uSe the General Motors formula, which 
calls for quarterly wage adjustments to keep in step with living-cost changes. 

Employers appear definitely to face a period of rather sharply increasing 
wage costs. With skilled labor becoming scarce, union demands are harder to 
resist. And, when unions get raises, increases tend to become rather general. 

















You can expect price rises to follow rising wage and material costs. 
Aluminum price rose from 16.5 to 18 cents a pound after wage settlement. 
Copper price now appears firm at 24% cents. It was 22% cents a pound. 
Steel prices probably will advance in line with higher wages. Steel went 
up $4 a ton last year after pension settlements were arranged with unions. In 
view of current demand for steel, another price raise appears to be indicated. 
Auto prices are edging up, with smaller producers taking the lead. 
Clothing manufacturers often are not quoting firm prices on deliveries for 
spring. They're waiting for wage settlements, too. Price rises seem likely. 
Another turn in the wage-price spiral seems definitely set. Government is 
not going to make any move to hold down wages, at least until the present round 
is completed. By that time, another round of price rises may have been made. 

















Production, meanwhile, shows no signs of Slowing from its dizzy pace. 

General Motors Corp. expects to continue present schedules through the first 
quarter of next year. Other auto firms probably are just as optimistic. 

Steel industry is running at capacity and still can't meet demand. 

Other metals--copper, zinc, aluminum--also are near capacity output. 

Brass mills are having to curtail operations because of lack of copper. 

Most manufacturers--furniture, machinery, building materials--are in high 
production. Aircraft and shipbuilding are picking up rather rapidly. 

Textile and paper industries also are stepping up production rapidly. 

Total production, as measured by Federal Reserve Board, hit 207 per cent of 
the 1935-39 average in August and rose about another 7 points in September. 
That's the highest rate of output since the summer of 1945. Nondurable goods, 
led by textiles and paper, reached the highest level in history at 191. 























Building boom apparently is facing a downturn. Builders report a 50 per 
cent drop in housing-loan applications since higher terms went into effect on 
Government guarantees. Still tighter terms may be in the offing. 

Government policy appears to be aimed at pushing housing starts next year 
below the million mark. Recent building rate was near 1.4 million new homes. 

It's not likely, however, that building is headed for any slump. 
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For The Fifth Time, ~ 
Has Won The Harriman Memorial Gold Medal 
Highest Honor In Railroad Safety. 


The Norfolk and Western didn’t “just happen’”’ to 
win this great national honor for making the best safety 
record among the large Class A railroads of the United 
States in 1949. 

This achievement was in the making many years ago 
when the N. & W. began studying safety intensively 


teaching it scientifically . “living, sleeping and breath- 


ing” safety so that it could be practiced for the welfare of 


its employees, its passengers, its shippers. 
It is a story of searching ahead for ever-better and safer 
operating methods. It is a story of operating with con- 


stantly improved, safer facilities of willingness 
through the years to spend hundreds of millions of dollars 
for an increasingly efficient, safer railroad plant. 

It is a story of dependable, level-headed employees 


who cooperate with each other and with the management 


* The N. & W. has 


ing safety records among Class A railroads for the years 1949, 1947, 1940, 


been awarded the coveted Harrima 


The Norfolk And Western Railway 


- The 


skilled workers who know that safety is the first law 

of good railroading. 
The Norfolk and Western and the Norfolk and West- 
ern Family are proud of their safety records. But they 


will not rest on their laurels. As long as the N. & W. 


operates, this railroad and its employees will continue to 


“live, sleep and breathe” safety for the welfare of those it 


serves and for themselves. 


During the twelve years, 1938-1949, inclusive, the N. & W. 
carried 32,879,700 passengers a total of 4.597.621, 431 passenger 
miles without a single fatality to a passenger in a train accident. 
In employee safety, during the same period. the casualty rate was 
4.27 per million man-hours worked. which was 58 0 below the 
national average. Since 1913, when a planned safety program 
was started, progress in accident prevention on ge N. & W. bas 
resulted in saving 1,269 employees’ lives and the prevention 
of 50.745 employee injuries. 


n Memorial Gold Medal for the outstand- 
1938 and 1926. 


Noifolk and Westers. Railway 


PRECISION 


TRANSPORTATI 
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BANKERS DEFEND RISE IN LOANS 


Say Government Policies Can Control Boon 


Banker’s-eye view of U.S.— 

Taxes, Government spending 
are the keys to inflation. 

Business loans, rising, reflect 
business expansion, higher costs, 
not speculative lending. 

Defense spending should be 
pay-as-you-go through higher 
taxes, cutbacks in nondefense 
spending, other inflation checks. 


NEW YORK 

Bankers are worried about the 
prospects of money inflation, but they 
say privately that the recent rise in 
bank loans is not alarming. They 
think the answer to inflation lies more 
with Government policies on taxing 
and spending than in direct controls 
over bank credit. 

That is the attitude of most of the 
bankers who attended the annual meet- 
ing of the American Bankers Association 
in New York. Officially, the bankers took 
no position on the dispute over interest 
policy between the Treasury and the 
Federal Reserve Board, but privately 
most of them side with the Federal 
Reserve, which wants interest rates to 
rise. 

Rising business loans are explained 
by bankers as a reflection of the rising 
volume of business activity. It takes more 
money to operate a business now, so 
more money is being borrowed from 
banks to keep things going. 

Southern bankers point out that cot- 
ton this year is moving to market at a 
higher price, instead of going into Gov- 
ernment loans. That movement is being 
financed by a higher amount of bank 
loans. 

This condition is typical of the entire 
country. Crops everywhere are being 
marketed instead of being stored as 
Government surplus. 

Manufacturers have to finance a larger 
volume of orders and carry larger pay 
rolls. So they go to banks for larger loans. 
Merchants and manufacturers have had 
to rebuild inventories and need bank 
loans to do the job. Producers also ship 
goods to distributors on credit and go 
to banks for that credit. This practice is 
particularly common in the textile indus- 
try and in the home-appliance field. 
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In view of these influences, bankers 
say it is not surprising that business loans 
have increased. Latest reports from banks 
in 94 leading cities show business loans 
at 15.5 billion dollars, up 2.2 billions 
from a year ago and close to the all-time 
high of 15.6 billions in December, 1948. 
Bankers explain that, when production 
rises, banks must finance the increase, 
and that is precisely what they have 
been doing. 

Bankers insist further that their loan 
policies have been conservative. They 
doubt that much money has been loaned 
to finance speculative inventory growth 
and report that most applications for 
loans are carefully screened. 

Credit inflation, in the bankers’ 
view, is more pronounced in mortgage 
lending than in any other type of credit. 
And bankers point out that the expansion 
in housing credit has been deliberately 


promoted by the Government, with {i 


result that new homes are being byiff 


twice as fast as new families are forme} 


Steps by the Government to cami 


down a bit on housing credit, cong 
quently, are approved, and bank exe, 
tives think that more vigorous actig 
should be taken. Bankers are less op 
cerned about the growth of installme 


credit. They think most of the expansigit 


is due to expanding sales of automobils 
and television sets, and that installme 
loans on other lines of goods are | 
out of line. 

Higher interest rates are favor 
for two reasons: (1) to discourage ¢ 
cessive borrowing and (2) to increae 
bank earnings, which are reported to ly 
low. Bankers point out that it takes abo 


twice the deposits of 20 years ago to ean 


the same amount. The persistence of l 
interest rates is given as a strong reay 

















You can look above and see the 
cut in your next pay check, if you 
are married with no children. A 
single taxpayer will get a larger 
cut; a married man with children, 
a smaller reduction. 

Cuts now taking place result 
from the tax increase in the new 
law. All pay checks after October 
1 show this reduction. 

If you earn $100 a week, your 
take-home pay is cut by $2.30. 
Your withholding tax goes from 
$11.50 to $13.80. Earnings of $200 
a week take a pay cut of $5.40 as 
a result of higher taxes. 

The tax taken out of your pay 
check was 15 per cent before Oc- 


(Married Person, 


What Higher Tax Does to Take-Home Pay 


No Dependents) 








7——————  Take-Home Pay oy Reduction ——— 

Weekly Before After Per 
Pay Oct. 1 Oct. 1 Amount Cent 
$ 50 $ 46.30 $ 45.50 $ .80 1.7 
60 54.70 53.60 1.10 2.0 
70 63.20 61.80 1.40 22 
75 67.60 66.10 1.50 £2 
80 71.70 70.00 1.70 2.4 
90 80.20 78.20 2.00 Zo 
100 88.50 86.20 2.30 2.6 
125 109 80 106.70 3.10 2.8 
150 130.70 126.70 4.00 ra 
200 174.00 168.60 5.40 = 


tober 1, is now 18 per cent. That 
doesn’t cover the whole tax for 
those in higher pay. They must 
pay quarterly installments in ad- 
dition to withholding taxes. The 
next installment, due Jan. 15, 
1951, will be higher, too. 

Pay cuts at this time are to add 
to pressures for pay raises to off- 
set the higher taxes. Workers, in 
fact, are likely to seek enough ad- 
ditional pay to offset not only 
higher taxes but higher living 
costs as well. Employers who grant 
these requests will try to compen- 
sate in higher prices. Taxes, wages 
and prices, thus, threaten to chase 
one another up the inflation scale. 
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7 . a hands-off attitude 

favor 
rage eff for recent bank mergers and the concen- 
increwf tration of banking into large units. This 
ed tole trend toward bank mergers is regarded 
ces abou as undesirable. 
0 toene With this attitude toward interest, the 
e of lof Federal Reserve Board’s stand for higher 
g reas rates is favored by bankers over the 

Treasury's insistence on keeping interest 
rates low. Banks, in fact, are raising in- 
terest rates in response to the Federal 
Reserve Banks’ increase in discount rates 
from 1% to 1% per cent. Bankers would 
not be surprised if the Federal Reserve 
were to raise discount rates again before 
the end of the year. 

The Bankers Association, headed by 
James E. Shelton of Los Angeles, is tak- 
ing a strictly hands-off attitude on inter- 
est policy, however. 

What bankers fear most about 
the Federal Reserve-Treasury disagree- 
ment is that it may lead to more direct 
controls over bank credit. If the Federal 
Reserve is prevented from controlling 
credit volume indirectly by manipulating 
interest rates and the price of Govern- 

; iment securities, some direct controls 
= smay be sought. 

- Federal Reserve officials already have 
ust & ; 

a suggested that banks perhaps should be 
rhe required to set aside “special reserves 
15 which could not be used as a basis for 

“* Padditional loans. Bankers oppose _ this 
dd Peeestion. | 
ff Higher reserve requirements on bank 
n deposits also are opposed by most bank- 
ad. esa this time. That would tend to limit 
wet ¥ amount of money that banks have to 
ing foan, but bank executives insist that loans 
ant (pit not vet excessive. They also say that 
on. blanket increase in reserve _require- 
wot ments might create hardship for some 
ais pbanks and for some regions in the coun- 
ale. my. Moreover, banks expect the loan 

olume to decline when crops finally are 
marketed and when goods are processed 
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and sold. At that time, borrowers will 
be repaying their loans. 

On inflation, generally, the nation’s 
bankers go along with the advice that 
current defense spending should be put 
on a pay-as-you-go basis through higher 
tax rates. They doubt, however, that this 
will be done and expect the Government 
to resort to some borrowing. 

If borrowing is done, bankers would 
prefer not to do the lending to the Gov- 
ernment. They favor Government bond 
sales to corporations, life insurance com- 
panies, individuals and other nonbank 
investors. This type of borrowing would 
not result in increasing the volume of 
bank credit. Commercial banks already 
hold about 42 per cent of outstanding 
Government securities and this is con- 
sidered high enough, if not too high. 

In suggesting this tvpe of borrowing 
to the Government, the Bankers Associa- 
tion formally suggested that bond sales 
to people would be easier “when the 
Government itself has taken more ade- 
quate measures to insure against the de- 
cline in the buying power of the dollar.” 
Bankers proposed cutbacks on nonde- 
fense expenditures as well as other anti- 
inflation measures. 





Guarantee Plan 
In Defense Loans 


The way to get a guaranteed loan for 
detense production now is spelled out by 
the Federal Reserve Board. 

If a producer with a defense contract 
or subcontract needs a loan, he goes to 
his local bank. If the bank refuses to 
lend without a guarantee, it asks a Fed- 
eral Reserve Bank for one. The Reserve 
Bank forwards the application to a guar- 
anteeing agencv—the Army, Navy, Air 
Force, General Services Administration, 
or Department of Agriculture, Commerce 
or Interior. If the guarantee is forthcom- 
ing the local bank makes the loan. 

Loans at more than 5 per cent interest 
will not be guaranteed. Smallest fee, paid 
by the borrower, is 10 per cent of the 
interest on the guaranteed part of the 
loan. The 10 per cent fee applies when 
the guarantee is 70 per cent or less of 
the total loan. The fee goes up 5 per cent 
for each added 5 per cent of the total 
loan that is guaranteed. 

For example: Take a loan for | million 
dollars with a 70 per cent guarantee, o1 
$700,000. If the interest is 5 per cent, 
the guaranteed portion is $35,000 a vear. 
The Federal Reserve fee is 10 per cent 
of that interest, or $3,500. If Reserve 
Banks guarantee over 95 per cent of the 
loan, the fee is 40 to 50 per cent of the 
interest on that portion. 

In World War II, Reserve Banks guar- 
anteed V loans of nearly 9.9 million dol- 
lars. profited 24 millions on them. 





SPEED 


your shipping via 


“Fallow the Flag” 


AK 













Wabash Red Ball Freight is 


speedy transportation ... and 
more. It is a service that handles 
your merchandise with care... . 
a service that lets you change 
destinations while goods are 
enroute ...a service that pro- 
vides modern equipment and 
special equipment if needed . . . 
a service that gives you the 
personal attention and assist- 
ance of the nearest Wabash 
Representative. Speed your 
shipping via Wabash Red Ball 
Freight to or through: 


BUFFALO 
CHICAGO 
DETROIT 

DES MOINES 
KANSAS CITY 
OMAHA 

ST. LOUIS 
TOLEDO 


For details call your 
Wabash Representative, or write: 


P. A. SPIEGELBERG 


Freight Traffic Manager 
Wabash Railroad St. Lovis 1, Mo. 


Follow the Nag” 


AK 


Modern Service 
in the Heart of America tJ 
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Railroads... 


Four major lines . 
Seaboard, 
Norfolk and Western...and a net- 
work of feeder and short lines serve 
the State with over 4.554 miles of 
track. 


. . Southern, 
Atlantic Coast Line and 


Highways... 


“The Good Roads State” has over 
65,000 miles of highways, affording 
over-night truck deliveries to the 
world’s largest markets. 


Deep Water Ports... 


Modern docking, loading and 
warehouse facilities at Wilmington 
and Morehead City, plus over 500 
miles of Inland Waterway serve the 
State with low-cost water transpor- 
tation. 


e ° 
Air Lines... 

Six’ air lines... Eastern, Capital, 
Delta, Piedmont, National and 
Southern serve the State with round- 
the-clock schedules, 


To get the facts from the State that 
offers you “Relative Isolation With 
Maximum Accessibility To Major 
Markets”, address: Room S-l, 
Department of Conservation and 
Development, Raleigh, 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN now apply for a Govern- 
ment-backed production loan to 
carry on essential defense work. The 
Federal Reserve Board issues regulations 
under which many contractors and sub- 
contractors can get Government guaran- 
tees of these V loans. Application should 
be made to a local bank or other lending 
institution, which will arrange details 
with a district Federal Reserve Bank. 


* * * 


YOU CAN, as an employer, some- 

times fire workers who take part in 
a slowdown on the job. NLRB rules 
that an employer did not violate the 
Taft-Hartley Act when he discharged 
five employes for joining in a slowdown 
strike after a wage cut. The Board says 
the workers had no right to stay on the 
job and themselves the 
amount of work to be done. 


decide for 


* * * 


YOU CAN, in some cases, be re- 

quired to pay your employes for 
time spent in cleanup work before 
working hours even though pay for such 
activities is not called for by contract, 
custom or practice. A federal district 
court holds that such duties are subject 
to overtime pay, under the Portal-to-Por- 
tal Act, where this work is done to ease 
the work load during the regular shift. 


YOU CAN expect the Government 

to collect from a contractor unpaid 
withholding taxes owed to the Treasury 
before allowing the contractor's assignee 
to collect on its claim. The Comptroller 
General decides such a claim by the 
Government is superior to the assignee’s 
rights, even though the tax liabilitv de- 
veloped after the Government was noti- 
fied of the assignment by the contractor. 


x * = 


YOU CAN find out from regional 

Veterans Administration — officers 
about rules governing direct loans by the 
Government to eligible veterans. VA 
issues regulations on direct loans to some 
veterans of World War II who can’t ob- 
tain GI loans from banks or other lenders. 


* * * 
YOU CAN count on the Govern- 


ment’s waiting until next January | 
before beginning its examination of sub- 


R 
ee 





contracts for sale, furnishing or install. 
tion of certain machinery, equipment » 
materials subject to the Renegotiatio, 
Act of 1948. The Military Renego 
tion Policy and Review Board extends + 
that date the exemption of these gy} 
contracts. 











Conclusions expressed in these paragraphs are based upon decisions and rulings 
courts and Government bureaus. In making their decisions, courts and bureaus conside'} 


many facts which, f 


REPORT, on written request, will refer interested readers to sources of this basic materia 
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* * * 
YOU CAN look for a Governme; , 
cutback in the amount of naturg. £ 
rubber latex used in this country. 4) ; 
order restricting consumption of this ra 
material is drawn up by National Prody. t] 
tion Authority after the cutback is agree 
upon by industry representatives ap 
officials of NPA and other agencies. al 
* * * Ce 
YOU CANNOT count on exporting S! 
as many pneumatic fires and tube 
as heretofore. Export controls are tight 
ened by the Commerce Department fi i 
several types of these products. Othe 
items for which exports are restricted i 
clude some iron and steel-mill products ~ 
tractors. electrical machinery and q ti 
paratus, locomotives, engines and parts al 
* * * 
YOU CANNOT be certain of expor: , 
ing as much of several metals a 
their products for which fourth-quarte 
export quotas are established by the D 
partment of Commerce. They _ inclu D 
aluminum, lead and zinc and _ thei z 
products. Exports will be licensed on th: ms 
basis of the fourth-quarter quotas. Di 
YOU CANNOT, as a Governmen' t 
contractor who is obligated to 1 
fund profits above a fixed percentage 
costs, expect to deduct from such profit I 
a loss sustained under another Gover 
ment contract. The Comptroller Gener 
rules that a contractor is not entitled t P 
such a deduction from his profits, eve 
though the contracts covered two phas A 
of the same Government project. 
ee © 9 
YOU CANNOT count on escapiit 
compliance with an NLRB order 
the ground that vour retail auto busi- 
ness is strictly local, with no out-0 t 
State business. A circuit court of appea 
upholds the finding of the Board that 
dealer is engaged in interstate commer¢ 0 
when his cars come from another Stat 
or reasons of space, cannot be set forth in detail. U.S. News & Wont ‘ 
ilssue o 
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CANBERRA...-OTTAWA...-MEXICO CITY....LONDON.... 





>> Rumors of currency tinkering are in the wind again. They seem premature, 
for the most part. But they do herald basic changes in world business. 
Money, gold, dollars are moving around more freely than at any time since 





the war. More countries are finding their dollar Supplies growing. 
Big U.S. spending and lending abroad, Speculative movements of funds hither 
and yon are producing new money concentrations in some places, such as Australia, 





Canada, Mexico, even Britain. So the U.S. dollar is beginning to lose its 
scarcity value. A number of other currencies are gaining strength. 

This is what is behind the current rash of revaluation rumors. Some cur- 
rencies, devalued last year, show evidences of being undervalued this year. 

But a wave of upward revaluations against the dollar, if it comfes, won't 
come soon. Most countries will want to feel stronger first. And most will want 
to see what the trade and rearmament pattern is after the Korean fighting ends 





and what direction commodity prices will take. 


>> Australia seems closer to currency revaluation than any other countryeeee. 

Australia is heading into inflation. Its Government is worried. 

Big exports, especially wool but also lead and zinc, are selling at dizzy 
prices. Heavy demand for exports seemingly is to continue. Money is pouring 
into Australia. There's too much cash and too few things to buy with it. 
Defense and development efforts will make matters even worse. 

Much capital flowing into Australia is "hot" money. It's there only 
temporarily on the chance that the Australian pound will be pushed up in price. 

Big imports of capital goods, as well as ordinary essentials, are needed. 











Imports would be less expensive if the pound were revalued upward. 
Australian Government would make such a currency move reluctantly. Its 

preference seems to be for high taxes on exports. But these aren't popular. 
Britain, buying heavily from Australia, would not like to see the 








Australian pound get more expensive. 
Decision is a difficult one for Canberra. If revaluation is decided upon, 
the Government probably will block withdrawal of "hot" money and freeze it. 


>> American speculators are betting that the Canadian dollar will be moved up 
to par with the U.S. dollar. Much speculative money is crossing the border. 
Canada also looks attractive to more serious American investors. Rate 
of return there is often larger than on American investments. 
American tourist money flows into Canada in a wide stream. 
U.S.-Canadian trade lately has been just about a standoff. Usually 















BUSINESS AROUND THE WORLD--(Continued) 








Canadians buy much more in the U.S. than they sell. But not this year. 
Upshot_ is that American dollars are plentiful in Canada. Demand for Ameri- 
can dollars in Canada doesn't equal the Supply. Ordinarily, if exchange markets 
were free, the Canadian dollar would move up against the U.S. dollar. Int 
Controlled rate, however, remains at a 9 per cent discount from the Ameri- 
can dollar. Odds are that the Canadian Government won't change the rate before 
1951. Ottawa prefers to fatten up reserves first and see how U.S. rearming 
affects Canadian trade. However, curbs on imports of American products, relaxed 
October 1, probably will be eased further. Also, Canadian tourists may soon be 











































@llowed to spend more dollars in the U.S. | 


>> A change in the value of the Mexican peso is unlikely, too, right now.... 
Mexico, like Canada, has been accumulating dollars from tourist spending, 

increasing exports and capital movements, both for speculation and investment. 
Mexican Government reacts to the situation as the Canadian Government does. 

Time enough to change the peso rate after more dollar reserves are piled up. 


>> There's even talk in London about hiking the value of the British pound. 

But it's just talk. Chances are heavily against it at this time. 

Britain is making headway financially with U.S. help. Trade improvement is 
such that most Marshall Plan aid can be salted away in the British Treasury. Ne 
But without this aid Britain would still show a dollar drain. | 

The sterling area, aside from Britain, enjoys a growing trade surplus with 
dollar countries and is contributing heavily to the dollar pool in London. 

Result _is the sterling area, as a whole, is accumulating dollars fast. 





( 

{ 

Third-quarter net addition to the pile may have reached half a billion dollars. 
But Britain herself is still in no position to push up the exchange rate of 


the pound. That would put an automatic damper on the export drive by making Shi 
British goods more expensive for overseas buyers. That aspect probably carries 
more weight in Britain than the advantage that would come from cheaper imports. i. 


>> The Swedish krona has also popped up as a revaluation candidate..... 
Sweden is facing some of the same problems as Australia, although the situ- 
ation is less acute. Value of Swedish exports is climbing. Foreign-exchange 








amor —s 


reserves are mounting. Prices are rising. Inflationary forces are re-emerging. 
But internal curbs are more likely than currency manipulation right now. 





Swedish authorities got burned when they tried revaluation in 1946. 





>> A new factor is to affect the Mediterranean oil trade..... 
Trans-Arabian oil pipe line from the Persian Gulf to the Mediterranean coast 





of Lebanon is nearing completion. Oil will flow through by year end or before. 
Capacity operations of the pipe line will release a large number of tankers 





now used to bring Arabian oil into the Mediterranean. Tankers are in very short 
Supply. Easing of the situation will help. 

Elimination of this expensive tanker haul also will lower costs of deliver- 
ing Arabian oil to the Mediterranean. This should help the four American 





companies involved in operations in Saudi Arabia. 
Lower delivered costs will lessen the squeeze caused by lower oil prices 





now being forced in Mediterranean markets by action of the Economic Co-operation 
Administration. France, Italy, the whole region will benefit from cheaper oil. 
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INDICATORS OF BUSINESS 


inflation has eased a bit in some 
basic commodities, but huge unfilled 
orders of manufacturers show the 
growing pressure of demand upon 
the economy as a whole. 

Sensitive commodities dipped to 
399.5 on the Bureau of Labor Sta- 
tistics index on September 28 for a 
total decline of 3 per cent since the 
tide of battle in Korea turned in 
favor of United Nations forces. 
Commodities from the Far East, 
such as rubber and tin, declined 
as sources of supply appeared more 
secure. Wool, print cloth and some 
other commodities reacted on the 
belief of buyers that victory in 
Korea would keep defense spending 
below what it might be otherwise. 


Wholesale prices receded to 169.4 


on the BLS index in the week 
ended September 26. Industrial 
goods, however, edged up, led by 
metals and chemicals. 


New orders received by manufac- 


turers since June have had the 
largest bulge since early months of 
World War II. In August, orders 
soared to 27.8 billions, up 16 per 
cent from the July record and two 
thirds again as large as last Decem- 
ber. Orders for iron and steel and 
machinery were over 25 per cent 
above July. 


Shipments in August jumped to 24.2 


billions, failing by 3.6 billions to 
match the rate of incoming orders. 


Unfilled orders, as a result, mounted 


to 33.9 billions, 10.8 billions above 
Jan. 1, 1950, and only 3 billions 
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Inventories of manufacturers, at 31.6 


billions on September 1, were 200 
millions below August 1, despite 
efforts to build them up. 


Production, meanwhile, is swelling 


toward the heights reached in 
World War II. Factory output, at 
216 on the indicator, is nearly 
30 per cent above last year’s low, 
only 20 per cent below the peak of 
1943. 


A bottleneck to production, helping 


to pile up unfilled orders, is the 
growing shortage of metals such as 
steel, copper, zinc, aluminum, cad- 
mium. Stocks of copper, for ex- 
ample, are the lowest since 1942 
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ACTIVITY 


for refiners. Zinc stocks at smelters 
are the lowest since 1941. 

Inflationary pressures are being fed 
by such shortages. Priorities for de- 
fense orders, when adopted, will 
make metals for civilian goods all 
the scarcer. If Government orders 
are issued limiting output of autos, 
appliances and other metal prod- 
ucts, the result will be to create 
scarcities of consumer goods. 

Money statistics show total spending 
to be at a new high rate. 

Bank clearings in the week ended 
September 20 were largest since 
time of the stock-market crash in 
1929. 

Checking accounts, as shown by the 
top chart, are being drawn against 
at the fastest rate in 13 vears. 

The U.S. money supply—including 
checking accounts, time deposits 
and currency in circulation—is at 
a record of 171.1 billions. 

Department-store sales in the week 
ended September 23—the first week 
after installment-credit controls were 
put on—were down 9 per cent on 
the indicator from the week ended 
September 16, but were about the 
same as in the week ended Sep- 
tember 9. 


Demand for goods, limited on the 


one hand by Government controls 
over real estate and consumer cred- 
it, is being fed on the other by 
heavy military spending and_ by 
wage increases. So long as unfilled 
orders of manufacturers are rising. 
it is likely that inflationary pressures 
will keep the upper hand. 
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EXPOSE THE AGGRESSORS 


BY DAVID LAWRENCE 


capil IS AT HAND on the battlefields of Korea. 

Physical force—the balanced strength of our armed 
services allied with units from other countries—has 
achieved a glorious triumph. 

Now moral force must exert itself to the utmost. 
Again it must be a collective effort—the joint determi- 
nation of the free governments of the world to expose 
the aggressors and impose upon them the judgment 
of world opinion. 

The United Nations must not falter now. There must 
be no yielding to expediency or the tricks of diplo- 
macy. 

The case is clear. The United Nations ordered resist- 
ance against aggression. The commission of the U. N.., 
previously appointed to investigate the affairs of Ko- 
rea and bring about an election, was not allowed by 
Soviet Russia to enter North Korea. This in itself was 
a suspicious circumstance. Let us have the facts sur- 
rounding this defiance of the U.N. 

Americans and Europeans and Asiatics have all con- 
tributed to the military victory. Numerous lives have 
been lost and thousands of fine young men have been 
wounded. It was to protect the territorial integrity and 
independence of the Korean Republic that these sacri- 
fices were made. 


This was the basic principle in Article X of the 
League of Nations Covenant which in 1919 was cham- 
pioned by President Woodrow Wilson but challenged 
by his opponents as likely to involve America in local 
wars. The politicians in both parties for many years 
afterwards accepted “isolation” as the mandate of the 
people. Hence, in 1939 the belief that the United States 
would not shed her blood to defend other countries en- 
couraged Hitler’s aggression. 

What we have just done in Korea, therefore, is to 
make it clear that the United States is committed to 
the instant use of force anywhere in the world here- 
after whenever the United Nations by resolution de- 
clares that an aggression has occurred and the peace 
of the world is threatened. 

This new bold policy, just executed so triumphantly, 
should help to prevent any would-be aggressor from 
starting World War III. 

Small nations, moreover, are more secure today. For 
Korea’s right to self-determination has been reaffirmed. 
The Korean people were solemnly promised independ- 
ence by the governments which fought successfully in 
World War II. 

The Korean Republic is a single entity—it should 


not be considered as divided in two parts. The divisiog 
was a Soviet stratagem. 

The time has come to put the North Korean leader! 
on trial—to interrogate them fully and gather evideng 
at first hand in North Korea as to how the aggression 
was instigated. The U. N. has an unexampled oppor. 
tunity to bring out the facts and tell them to the whole 
world. 

Not only must the North Korean officials who are 
guilty of atrocious crimes be brought to book for their 
brutal murder of prisoners but they must be punish 
for their crimes against innocent civilians, too. 

Behind the North Koreans were Russian advisers, 
It should not be difficult to establish clearly the way 
the Communists took over North Korea, controlled 
every move of the puppet government and challenged 
the western world in an area where it was thought there” 
would be no resistance. Let us get the facts and prose ™ 
cute the case in the court of public opinion. 


If the U.N. is to allow the status quo ante to be™ 
re-established and Russia is to escape all blame, the? 
whole effort to bring peace will have been valueless.) 
For there can be no peace in the world if aggressors are ‘ 
left unpunished, if they are permitted to heal their | 
wounds, rebuild their strength and then start another 
aggression. 

There must be maintained in North Korea by the 
U.N. an occupying army strong enough to keep any 
more aggressor units from coming across the Man- 
churian border. There must be a cleaning out of Com- 
munist conspirators. There must be a public trial of all 
military officers and civilian officials of the North Ko- 
rean regime who have participated in any way in the 
crimes against humanity. The photographs of Amefi- 
can boys with their hands tied, lying dead, their bodies” 
riddled with bullets fired by cowardly brutes, cannot 
be brushed off as merely the “atrocities” of war or the . 
impulsive emotions of the battlefield. There are tod” 
many evidences of concerted criminality to be ignored, 
too many violations of the rules of war despite the | 
warnings given. 

Let the aggressors be exposed and let the Soviet Gov- 
ernment itself be put on trial for its dishonorable role 
in the Korean war. American public opinion would 
lose confidence in the U.N. if it hesitated at this time. 

The U.N. has come to a new crisis of survival. It 
acted resolutely last June. It must act resolutely now 
to carry through with unflinching courage the task it 
has so nobly begun. 
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THE MOST BEAUTIFUL THING ON WHEELS 


WHEN DAYS SEEM MADE FOR EXTRA ZEST AND EXCITEMENT 


PONTIAC FITS INTO THE PICTURE WONDERFULLY-— 


A STRIKING BEAUTY, A SUPERB PERFORMER, A GREAT VALUE! 








15,000 NEW ALL-STEEL FREIGHT CARS... 
enough to form a solid train extending from 


Washington to Philadelphia and beyond! 


Just what industry is calling for as production 
speeds up everywhere. . 6,250 box cars, 8,750 


gondolas ! 


Nearly 7,000 of these new cars are tagged for 
delivery before the end of the year—most of the 


others to be ready in the first quarter of 1951! 


That’s the Pennsylvania Railroad’s order to 


car builders as it expands its vast freight fleet and 


\®/ PENNSYLVANIA RAILROAD 


Go by Train... 


facilities to keep pace with the growing demand 


for railroad transportation. 


Freight car builders say this is the largest order of 
its kind ever placed by one railroad. Including the 
cost of these 15,000 cars, $81 million, the Pennsyl- 
vania Railroad is investing more than $100 million 


this year in newer and better freight cars. 


Greater efficiency is today’s goal of industry. 
The Pennsylvania Railroad is cooperating to 


achieve this objective. 
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Safety — with Speed and Comfort 
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150 MILES of NEW FREIGHT CARS i 


Biggest order in Railroad History! 


